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BUZZIE is just learning to write. 


And every line he writes starts out with big, 
generous letters and ends up with little squeezed- 
up ones. 


The trouble, of course, is that he hasn’t learned 
to plan ahead. He concentrates on making those 
big letters, and lets the end of the line take care 
of itself. 


Many grownups have the same trouble Buzzie 
has—not with their handwriting, but with their 
money. 


They blow it all at the beginning, when it looks 
like there’s nothing to worry about, and let the 
“end of the line” take care of itself. But it prac- 
tically never does. 


That’s why the Payroll Savings Plan and the 
Bond-A-Month Plan are such a blessing. They are 
“human-nature-proof.” 


For you don’t have to keep batting yourself 
over the head to save money when you're on one 
ot these plans. The saving is done for you—auto- 
matically. 


And remember, every U.S. Savings Bond you 
buy brings you $4 in ten years for every $3 in- 
vested. 


So don’t let your life run on like Buzzie’s hand- 
writing. Fix up the “end of the line” once and for 
all by signing up today for the Payroll Savings 
Plan—or, if you are not on a payroll, the Bond- 
A-Month Plan at your bank. 


Automatic SAvinG is sure SAVING —U.S. SAViNGs Bonps 





; Contributed by this magazine in co-operation with the Magazine Publishers of America 2s a public service. 
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UNITED FRUIT COMPANY 


DIVIDEND No. 201 
A dividend of fifty cents per share 
and an extra dividend of one dollar 
per share on the capital stock of this 
Company have been declared payable 
October 14, 1949 to stockholders of 
record September 8, 1949. 
EMERY N. LEONARD 
Treasurer 











GU POND E. |. DU PONT DE NEMOURS 
& COMPANY 

Witmincton, DELAwaRE: Angust 15, 1949 

The Board of Directors has declared this day 
regular quarterly dividends of $1.12 a share 
on the outstanding Preferred Stock —$4.50 Series 
and 87/2¢ a share on the outstanding Preferred 
Stock—$3.50 Series, both payable October 25, 
1949, to stockholders of record at the close of 
business on October 10, 1949; also 65¢ a share 
on the outstanding new $5.00 par value Common 
Stock as the third interim dividend for 1949, 
payable September 14, 1949, to stockholders of 
record at the close of business on August 22, 1949. 
L. pu P. COPELAND, Secretary 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 50 cents per share has 
been declared on the Common Stock of said Com- 
pany, payable September 10, 1949 to stockholders 
of record at 3 o'clock P.M. on August 29, 1949. 


C. H. McHENRY, Secretary 























Don’t Be Confused 
by the Market's Action 


952 CHARTS 


in the new Sept. issue of 
GRAPHIC STOCKS 


will help guide your decisions by 
giving you the opportunity to judge, 
at a glance, the significance of stock 
trends since 1937 — nearly twelve 
years. 


Shows @ Monthly High and Lows 
e Earnings 
e Dividends 
e Capitalizations 
e@ Volume of Trading 


on virtually every active stock listed 
on the N. Y. Stock and Curb Ex- 
changes. 

This 160-page book of 952 charts, 
Spiral bound, is now available. For 
prompt delivery mail your order for 
the September issue today. 


SINGAE CORY sok eee $10.00 
Yearly (Six revised books)........ 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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Business 


The Trend of Events 


HOPE FOR INVESTORS... It is heartening in a pe- 
riod long marked with Government apathy to the 
increasing plight of taxpayers and suppliers of 
equity capital to find an outstanding Federal of- 
ficial rally strongly to their cause. The nation’s lead- 
ing banker, Thomas B. McCabe, chairman of the 
Federal Reserve Board, has submitted to Congress 
a number of proposals to create a healthier climate 
in the investment world and thus assure desirable 
progress in our expanding economy. While the views 
expressed are plainly personal rather than ofiicial, 
there is ground to believe that his suggestions will 
find an increasing number of supporters in influen- 
tial quarters around Washington. It is too much, of 
course, to expect any near time adoption of his well 
considered ideas, many of which have been pre- 
sented before by other sound thinkers but only to 
fall on deaf ears. Mr. McCabe’s high position, 
though, lends much weight to his program and 
eventually may bring concrete results. 
Fundamentally, the plan rests on the thesis that 
current heavy taxes are seriously choking the 
stream of private capital into equity investments, 
‘jas we have repeatedly stressed in our columns. To 
ease the jam, Mr. McCabe 


would get top consideration in relief. The FRB 
chairman advocates as a first step in this direction 
elimination of double taxation on dividends, either 
by tax deductions at the corporate end or by per- 
sonal credits for dividends received. Modifications 
of the capital gains tax is also recommended, though 
no definite alterations such as those recently pro- 
posed by Emil Schram, president of the New York 
Stock Exchange, are outlined. Mr. Schram would 
limit the tax to a maximum of 10% and shorten the 
holding period to three months. Mr. McCabe sug- 
gests that investors might be permitted to average 
their capital gains and losses over a number of 
years. 

But it is not only through tax relief that the 
Chairman would stimulate investment in equities. 
During the last 15 years the public has entrusted 
some $48 billion dollars of savings to life insurance 
companies, mutual savings banks and loan associa- 
tions, most of which could be reinvested only ac- 
cording to rigid and outdated formulae. The pro- 
posal to modify the laws so that these reservoirs of 
accumulated savings would be permitted to utilize a 
reasonable portion of their immense resources in 
sound equity investments de- 








_ |would thoroughly overhaul our 
“jtax system to encourage an 
Jincreased flow of savings into 
industrial stocks. As more 


~“Ithan 10% of individuals with 


dincomes of more than $6000 
per annum own at least half 
the $127 billion personal hold- 
ings of cash or Government 


.4securities in the country, tax 


|} payers in the upper brackets 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 








serves strong commendation. 

Business, also, should have 
constructive tax relief under 
the suggested plan. The cur- 
rent pressing problem of in- 
adequate, deductible allow- 
ances for depreciation would 
be partially solved if facilities 
could be charged off for de- 
preciation and obsolescence 
much faster than the tax rules 
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now permit, While this process, together with the 
abolition ef double taxes on dividends, might reduce 
Treasury dividends in theory, the larger sums avail- 
able for replacement of facilities would increase 
business spending and thus stimulate high level in- 
dustrial activity that might more than offset the 
disadvantage of reduced tax income at present rates. 

All said, Mr. McCabe’s broad swing to the side 
of harried business and its vast army of investors 
seems bound to impress many of our lawmakers in 
Washington, many of whom have been similarly 
minded for some time past, and regardless of party 
affiliations. Hope is that the authoritative source of 
the proposals may influence an increasing number 
of congressmen constructively. Deficit spending by 
the Government, will present a stiff barrier to any 
near term action of large proportions, though it is 
not unlikely that some of the suggestions will meet 
approval in the next session of Congress. Sooner or 
later, common sense may prevail and permit all of 
the proposals to become effective with minor 
modifications. 


POPULATION GAINS . . . Announcement by the Bu- 
reau of Census that the population of the United 
States will rise above 150 million before the end of 
the current year carries unusual significance. Indeed, 
if the present surprising monthly increase of 
200,000 per month continues at the same rate, the 
mark indicated will be reached by November first. 
It is seldom realized how strongly the rapid up- 
trend in our population has stimulated the steady 
expansion in the economy. This fact is often over- 
looked in comparing the’ potentials for corporate 
growth under present conditions with prewar pe- 
riods. Since 17.5 million more individuals must be 
fed, sheltered and clothed today than in 1940, and 
6.3 million more families must be supported, only to 
provide these basic essentials would more than ab- 
sorb the entire productive capacity of a small coun- 
try. In the current process, the necessary expansion 
in job opportunities has been substantial and must 
continue the trend in coming years. Under the cir- 
cumstances it is unwise to attribute too much im- 
portance to the stimulus of war conditions and de- 
ferred demand as constituting major props to the 
postwar boom. Substantial credit should be allotted 
to permanently swollen natural demand and the 
obvious need for an enlarged labor force. Based on 
this premise, there is ample room for the growth 
of individual concerns of every stature. 

An interesting angle on the growth of world 
population has been injected into the proceedings 
of the United Nations Scientific Conference on the 
Conservative and Utilization of Resources. Fairfield 
Osborn, president of the Conservation Foundation 
declares that the “explosive upsurge” in population 
throughout the world may lead to accelerated deple- 
tion of available resources, causing possible serious 
trouble on the road ahead. In rebuttal, Colin Clark, 
an Australian expert, lays the danger chiefly to the 
siphoning off of agricultural workers in many coun- 
tries where industrial expansion has become a major 
aim. Julius A. Krug, Secretary of the Interior, 
while fully recognizing the hazards of shrinking re- 
sources and promising constructive aid by the 
United States to solve the problem, reassured his 


vacuum. “There is not the slightest question in my 
mind that scientists and engineers can find and de- 
velop food, fuels and materials to meet the demands F 
of the world’s increasing population with a greatly | 
improved standard of living.” We entirely concur in | 
these optimistic predictions. 


FREIGHT RATES . . . Once again the race of the rail- 
roads to keep pace with mounting operating costs 
starts on a new lap. And again industry at every level 
will somehow have to figure out how to meet the 
proportionate share of about $293 million in increased 
freight rates. Coming at a time when cost accoun- 
tants in all business firms are working feverishly to 
lower break-even points, this certainty of higher 
transportation cost injects one more disturbing ele- 
ment. To more than one marginal concern the im- 
pact may prove insuperable. In one respect, though, 
the factor may prove to be somewhat of a stabilizing 
influence in the downward trend of prices, if only 
as an excuse for resisting further pressure on quota- 
tions for many kinds of goods. Whether this is desir- 
able in the current readjustment period is another 
matter, for under increasingly heavier competition 
prices are likely to dip further, so that the higher 
freight costs may be impossible to be absorbed fully. 

As for the railroads themselves, the enlarged reve- 
nues are expected to fall short by about $87 million 
of compensating for wage boosts aggregating $380 
million in the first year. This figure may be slightly 
reduced, though, by new operating economies, some 
of which have already been announced. Now that the 
40-hour week has become standard for some one mil- 
lion non-operating employees, the ticket offices and 
baggage rooms in many smaller railroad stations will 
be closed tight over weekends. While this may cause 
much public inconvenience in numerous localities and 
add to the labors of conductors, the economies effected 
will be considerable. It remains to be seen whether 
additional measures can be introduced to reduce non- 
operating costs, but the situation does not augur well 
for stable employment in the railroad field. It should 
be realized, also, that the freight rate rise will benefit 
or hurt the operating results of the Class I roads in 
decidedly variable manner..This has already been 
shown since the middle of 1946 by widespread deteri- 
oration of some railroad earnings, although total rate 
increases for this major group in the interval have 
now mounted to around $3.1 billion, or 57%. 

It is clear that the Interstate Commerce Commis- 
sion, in contrast to some other Administrative circles 
in Washington, agrees that corporations are entitled 
to higher prices for their services to offset round after 
round of wage increases. In the avid search for rec- 
ord Treasury revenues, though, it is possible that 
top Administration officials view the inflationary ef- 
fects of this latest whirl in the merry-go-round com- 
placently, if only because of potentially swollen in- 
come tax revenues from the labor force. Such think- 
ing. if continued, could have serious consequences. 

The price of every article in the stream of com- 
merce is bound to reflect the latest uptrend in railroad 
operating costs sooner or later, as the corresponding 
expense of transportation is passed along to manu- 
facturers, wholesalers and finally to consumers. And 
under our established custom of figuring operating 
profits on a percentage basis, the retail buyer of goods 


listeners as to the possibility of an approaching will have to pay the bill. 
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-each industry wants to 





By ARTHUR G. GAINES 


WE MUST BUY AS WELL AS SELL 


J he broad avenue of world trade is not 
a “one-way” street for us. We cannot sell our goods 
abroad unless we buy products of other nations to 
give them the chance to earn dollars to pay for our 
exports. 

As a result of the war we have a huge productive 
capacity which cannot be absorbed at home but 
must find markets abroad. To remain prosperous we 
must export—and be paid for our exports in sound 
currencies—which can only come about in a pros- 
perous world. 

It is to re-establish 
and stabilize the pros- 
perity of the non-com- 
munist world that we 
have embarked on the 
spending of billions of 
dollars through the 
Marshall Plan. Last 
year about 44% of all 
goods we sent abroad 
was not offset by im- 
ports but had to be paid 
largely out of funds sup- 
plied by the Marshall 
Plan... in other words 
with money raised by 
taxing all of us. 

This arrangement 
cannot continue for an 
unlimited time; neither . 
has it been able to save Pos 
Europe from its dollar 
shortage crisis. 

The answer lies in 
more imports — but 
what can we buy? Here 
is where the contro- 
versy becomes acute for 








Al 





protect itself against Pre. 
foreign competition. We 
must not permit pres- 
sure groups to cause us 
to repeat our mistakes 
of the 1920’s when 
tariff was placed upon tariff until some countries 
lost their American markets, came to us for loans 
as their economies weakened—and the groundwork 
was laid for the world depression. 

There are some things we can do now to develop 
a flourishing two-way world trade, for if we do not do 
so, our Marshall Plan billions may be of no avail in 
the end. Here are five classes of goods and services 
upon which we should spend increased dollars to 
encourage world prosperity. 

First—are the things we do not produce to any 
substantial extent. They are the sort of products 
which the National Security Resources Board was 
formed to stockpile—to avoid problems such as fol- 
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Barrow in The New Hampshire Morning Union 


lowed our war-time loss of our sources of rubber, 
tin and other strategic materials. Yet only recently 
an appropriations committee proposed a $275-mil- 
lion cut in NSRB funds and ordered emphasis 
on “Buy American.” Obviously this would defeat 
the entire purpose of the program. 

In this category are tungsten largely from China; 
chrome from Turkey and the Philippines: man- 
ganese from Cuba, India, South Africa, Brazil; in- 
dustrial diamonds from the Belgian Congo—as well 
as mercury, nickel, tin and other products. 

Second — are things 
we do not always have 
inample quantities such 
as copper from Africa 
and Chile; petroleum 
from the Middle East, 
Venezuela, Canada, etc. 
—and lead, zinc, metal 
alloys from various 
countries. 

Third—are foodstuffs 
and products not raised 
here because of climatic 
conditions such as cof- 
fee (our largest import 
item), cocoa, tea, jute, 
hemp and other items 
from tropical countries. 

Fourth — are those 

fascinating articles that 
require special skills or 
handicraft such as.. 
French fashions, wines, 
perfumes; British wool- 
ens, china; Swiss 
watches; Scotch whis- 
kies; Oriental silks and 
rugs; European glass- 
(| Ware, laces, fabrics, 
| leather goods; and a 
host of delightful toys, 
novelties and specialties 
distinctive of other 
ands. 
; Fifth—tourist travel 
is an important means of spreading American dol- 
lars. France estimates that American tourists will 
spend between 150 and 175 million dollars this year 
— more than twice her 1948 exports to the U. S. 
Britain estimates that 565,000 tourists will visit her in 
1949. In June, American tourist trade came to 21 2 
million pounds sterling compared with estimated June 
exports to U. S. of 314 million pounds. By holidays 
and visits abroad we can alleviate dollar shortages 
in return for much pleasure and education. 

Even with these five ways of advantageously 
spreading American dollars we may still have to 
buy products competing directly with our own in 
order to bolster world (Please turn to page 557) 
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The Market After Labor Day 


The summer rally showed a considerable loss of momentum over the last fortnight, and 
we believe it is at, or not far from, its limit. There are important September uncertain- 
ties looming up, as detailed below. This is no time to add to holdings of common stocks. 
Maintain the conservative reserve ratio recommended heretofore. 


By A. T. MILLER 


ae evidence that the market’s summer 
rally is over, or very nearly so, has yet to develop. So 
far all recessions have been minor day-to-day affairs, 
on which the volume of transactions has dwindled 
promptly, expanding again on any resumption of 
strength in stock prices. On these indications it might 
be argued that at least some further try on the up- 
side is likely. That is traditional technical reasoning. 
However, it amounts to very little more than saying 
that as long as a rally is maintained, definite signs 
of impending weakness will not be visible. The market 
never rings a loud be!! of warning at any given point; 
and, in the usual course of things, the precise top of 
this move, will still be under question for some days 
after it has been made. Sell-offs rarely start with 
heavy downside volume, or with more than small day- 
to-day declines in prices. 
To the extent that technical considerations support 
the case for a cautious policy—which is the policy 


we adhere to—two things can be said. First, the rally 
has amounted to about 12% in the daily industrial 
average, at recent best level. That is not a great deal 
less than the scope of the best intermediate recoveries 
seen in the long period of limited price swings since 
the market break in the late summer of 1946; and 
is comparable with the average intermediate moves 
of this period—in which, prior to late 1948, the mar- 
ket had the benefit of a continuing inflationary boom, 
of record corporate earnings and of a rising trend 
of dividends. This implies that at least most of the 
June-August rally no doubt has been seen, unless it 
turns out to be not a rally at all but a phase of a new 
bull market. We remain strongly of the opinion that 
it is not a bull market. 


Pace of Rise Slackening 


Second, there is a law of diminishing returns in 
rallies. That is, the going on the upside 
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gets progressively more laborious. 
There is a waning of momentum. The 
latest few upside points in the average 


280 are the hardest to negotiate, yet repre- 
sent the smallest percentage of the 
260 whole rise. These usually dependable 


indications, which have a commonsense 
basis, are present now. As noted earlier 
in this discussion, the rise in the most 
widely followed daily average has 
220 totalled about 12%, but since the end of 
July it has amounted to less than 9%, 
and over the last fortnight the further 
net gain has been slight. Since August 
10, no period of advancing prices has 
180 been able to run for more than two con- 
secutive trading sessions without fal- 
tering. So far this month there have 


240 


200 


160 b “ : 
een almost as many sessions of decline 
in prices as sessions of gain, although 
140 the gains have averaged a little larger 
than the declines, permitting a modest 
120 net extension of the rally. Toward the 
end of last week, moderate softness was 

the rule. 

100 The present market level approxi- 
mately duplicates the previous 1949 
B0 high, recorded last January, and is con- 
9 siderably nearer the top of the broad 


trading-range seen since the autumn of 
1946 than its bottom. Because of that 
fact, and taking into account the uncer- 
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' would appear logical to an- ARLY RAN 
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ARE WE WITNESSING A HALT IN 
PRICE DEFLATION? 
By FRANK R. WALTERS 


ln recovery in prices of numerous commodities, 
mostly farm products and industrial raw materials, 
from late June and early July to around the middle 
of August has been impressive, Coupled with a more 
active and higher securities market, stepping up of 
activity in numerous industries that had been reduc- 
ing operations steadily during the late Winter and 
Spring, and “improved business sentiment,” it was 
only natural for many business men to conclude that 
the post-war price deflation that set in following the 
inflation peak attained in August, 1948, had run its 
course. During recent weeks, a number of statements 
have been issued both from business and govern- 
mental sources to the effect that commodity prices 
(and industrial activity) have made their necessary 
post-war ajustments and now are “resting on a 
broad plateau.” 

It would be much easier to agree with such con- 
clusions were it not for the fact that historical data 
indicate clearly that price strength in numerous ma- 
terials, including some farm products, during the 
Summer is a seasonal phenomenon. Many older busi- 
ness men, owing to the intervening of the war years 
and price control, appear to have forgotten the sea- 
sonal characteristic of prices. Many younger busi- 
ness men, a large part of whom had their careers 
interrupted by military service, appear to have great 
difficulty in understanding seasonal influences of any 
kind and how they should be evaluated. Under the 
circumstances, it has been only natural and quite 
understandable that the rise in some commodity 
prices this Summer should have been given much 
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greater weight than it deserved. 

Bureau of Labor Statistics data for the period 
from 1913 through 1939 reveal a clear and well- 
defined seasonal rise in the Summer in the index of 
raw materials prices, a sub-group of the Bureau’s 
all-commodity price index. In only one year, 1981, 
did the summer rise fail to occur. In view of the 
state of business and prevailing gloom during that 
Summer, this single exception is quite understand- 
able. Usually, prices dipped during June and rallied 
thereafter. The duration of the rally varied from one 
month to several months. Interestingly enough, the 
seasonal phenomenon of the dip and rally in the raw 
materials price index is as evident when the general 
trend of prices was upwards—as when it was down- 
wards. 

The BLS index of farm products prices behaved 
somewhat similarly but with less consistency. But 
there is also evidence that the same trend although 
less well defined exists in hides and leather products, 
textile products, and even in metals and metal prod- 
ucts as enumerated by the Bureau. One might suppose 
that, by the time all of the various components had 
been enumerated, the combined all-commodity price 
index—composed of hundreds of raw, semi-manufac- 
tured products—would reveal little evidence of a 
seasonal Summer price rally. Nevertheless, the tally 
sheet shows that, during the 27 Summers from 1913 
through 1939, the combined index advanced 23 times 
and declined only 4 times. In 85 percent of the cases, 
there was a Summer price rally. The evidence of a 
seasonal trend is too strong to be ignored. 





Doubtful Real Trend 


Although it is difficult to believe that many busi- 
ness men, Wall Street brokerage firms, and the spec- 
ulative fraternity have become excited over what is 
fundamentally no more than the reappearance of a 
forgotten seasonal trend, the very fact that there 
was such a definite seasonal Summer rally in prices 
of numerous commodities for many years prior to 
World War II appears to be good and sufficient rea- 
son for being unwilling to accept the thesis that the 
deflationary price trend has been checked. It may be 
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cares to examine the records will dis- 
each minor price rally — as it ulti- if 
mately proved — was widely hailed as 
marking the end of the deflation. In 
the final analysis, what has been hap- 
pening recently may well prove to be 
no more than the first cry of “wolf.” 
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Factor In Wage Disputes 


The case of labor for a fourth round 
of wage increases, insofar as it may 
be based on high food prices, is likely 
to be weakened considerably this Fall 
if prices of farm products resume 
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their normal seasonal pattern and tend 
downward under the pressure of mar- 
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ketings. Already, in fact, despite con- 
tinued firmness in non-farm products, farm prod- 
ucts prices have lost their July gains and moved 
down to the lowest levels since the Fall of 1946. 
Last Winter and Summer, with industrial activity 
moving off rapidly and with prices falling steadily, 
numerous buyers of commodities failed to make 
replacement coverage in the expectation that the 
post World War II price deflation would be some- 
what similar to the post-World War I price debacle 
when the general commodity price list tumbled over 
40 percent during the 12 months following the 1920 
peak. Or, to put it more properly, many were fearful 
that prices would decline with comparable celerity. 
It probably is not much more than coincidence 
that the post-World War I and post-World War II 
inflations ‘topped out” at approximately the same 
level on the BLS all-commodity price index. The 
peak after World War I was 167.2 (average 1926- 
100) in May, 1920; the post-World War II peak was 
169.5, in August, 1948. However, no such close com- 
parisons existed for the various sub-indices com- 
prising the combined index. There also was this 
essential difference: the post-World War I price 
peak followed the topping out of the business boom 
by several months while the post- 
World War II deflation had been under 


the commodity futures markets increased. 

The prospect of a steel strike cutting off supplies 
of the most basic industrial material, the postpone- 
ment of sterling devaluation, and relaxation of 
credit restrictions were important factors in bring- 
ing purchasing agents into the markets. In soft 
goods particularly, purchasing against the fall up- 
turn in retail business could be postponed no longer. 
In this connection, it should be noted that the fall 
upturn in business is a normal seasonal event. Con- 
ditions would have to be very bad, worse than dur- 
ing the most severe business depressions on record, 
for retail business to fail to show some fall im- 
provement. 


Crop Estimates 


At the same time, weather conditions in major 
agricultural areas turned somewhat unfavorable 
with resultant diminution of earlier huge crop 
prospects. The Department of Agriculture — deter- 
mined to leave no loopholes for which it might be 
blamed later — relaxed its loan policies to permit 
farm storage for loans on a number of agricultural 
products, stepped up its purchase support programs, 





way for several months before busi- 
ness began to contract. 
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Nothwithstanding these and other 











essential differences between the two 
periods, including the present govern- 
mental high wage and high farm price 
policies and huge governmental ex- 








penditures for military and foreign 
relief purposes, there have been a sur- 
prising number of people who believed 
that the price deflation — once it 
started — would follow a pattern very 
similar to that in 1920-21. And so, 
while inventories were run down, 
manufacturers and distributors fol- 
lowed for several months the risky 
policy of reducing new purchases of 
commodities well below even the de- 
clining rate of business. In effect, they 
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“went short the market.” At the same 
time, the speculative short interest in 
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and announced loan programs for products hereto- 
fore not supported by loans. These events, plus the 
collapse of Secretary of Agriculture Brannan’s pro- 
posal for permitting prices of some farm products 
to decline to the “natural” levels and subsidizing 
farmers for the difference between prices received 
and governmntal support levels, convinced many 
users and speculators that prices of farm products 
would decline no further and that they should 
“cover.” 

In the commodity futures markets, prices ad- 
vanced briskly. Elsewhere, prices of numerous non- 
farm materials — especially non-ferrous metals — 
moved upward. The rises in prices of raw materials 
touched off increases in a number of semi-manufac- 
tured and manufactured products as manufacturers 
and distributors came into the markets. And, the re- 
sultant stimulation of industry following deep cut- 
backs in late June and early July added further stim- 
ulus to the rise in prices. 

The BLS sensitive daily price index of 28 primary 


raw materials was still advancing in mid-August ~ 


from its low made at the end of June. However, the 
comprehensive weekly BLS index of general commod- 
ity prices, after advancing early in July, sloughed 
off the gains and made a new low in August. There 
was no evidence at mid-August of any fundamental 
turn in the “general commodity price level.” For the 
week ending August 9, the weekly BLS price index 
was 152.7 (average 1926 = 100) as compared with 
169.6 a year earlier, a loss of 10 percent in the in- 
terim. During approximately the same interval in the 
post-World War I deflation, the BLS index—as noted 
previously—declined over 40 percent. 


Seasonal Trends Unreliable 


Even though many business men this Summer 
may have mistaken what was largely a seasonal 
movement for a fundamental change in the situation, 
there is no denying the fact that there has been a 
tremendous improvement in business sentiment since 
last June. And, there is no denying the fact that busi- 
nes has improved in some directions although it is 
truly difficult to assess how much of this is purely 
seasonal but not generally recognized as such. There 
are many who feel that sentiment has improved to 
such an extent as to provide sufficient stimulus to 
check the decline in industrial activity that began 
last December and possibly to turn activity upwards 
a little during the balance of this year. Much of this 
may be no more than the expression of wishful 
thinking, based largely on hope. Such expressions of 
confidence in the future were a dime a dozen during 
1930-32 on every flurry, and some of the present 
prognostications show almost identical phraseology 
with the 1930-32 utterances. 

The Federal Reserve Board index of industrial pro- 
duction declined from 195 in November, 1949 to 165 
(estimated) in July, 1949. Early in 1930, when the 
then business recession was just about as old as ours 
is now, there was a period of “excitement” not alto- 
gether unlike the present. Securities recovered ap- 
proximately half their 1929 losses. Seasonal improve- 
ment in industrial activity was widely hailed as 
marking the end of the recession while industrial 
activity, adjusted for seasonal variation, continued 
to decline. Raw materials prices and farm products 
prices stiffened briefly while the general price index 
continued downward. And then, the light flickered 
and went out. After one has been through one of 
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these affairs, one is less inclined to give much weight 
to improved business sentiment. 


Consumers Determine Prices 


The general public as yet at least appears to be 
unimpressed by any prospect of higher prices. This 
is important, for the ultimate consumer by his will- 
ingness or lack of willingness to purchase freely has 
much to do with the making of prices. Department 
store sales have deteriorated, owing in part at least 
to extremely warm weather. Easier credit has stimu- 
lated sales of some consumer durables, although the 
emphasis has been largely on refrigerators as super- 
annuated refrigerators gave up the ghost from ex- 
cessive running during the extremely hot weather. 
Presently, much is being made of the comparatively 
well-maintained level of national income as a price 
and business sustaining factor although it is a mat- 
ter of record that prices and business fell off last 
year while national income was rising rather rapidly. 

There is little doubt in our minds that the funda- 
mental adjustments in commodity prices towards a 
saner level have a long way to go, and that perma- 
nent improvement in business is impossible until a 
lower level of prices is achieved. The only question, 
as we see it, is whether the long downtrend may or 
may not be interrupted by a temporary interlude of 
stable or slightly rising prices during the balance of 
this year. 

In view of the dynamic character of commodity 
prices, it probably would require something more 
than the normal upturn in business this Fall just to 
sustain prices at current levels and considerably 
more than the normal business upturn to stimulate 
further price rises. As yet, we are far from con- 
vinced—despite all the talk of improvement—that 
the upturn in business this Fall will be as great as 
usual. Even a rise in the Federal Reserve Board in- 
dex of industrial production from July to August 
would not be conclusive evidence of a reversal in the 
business downtrend since last November, as the 
Board has encountered great difficulty in adjusting 
for vacation periods which are concentrated in July. 

Prices of agricultural products are extremely vul- 
nerable to the trend of industrial activity during the 
coming months. This statement is made with full rec- 
ognition of the fact that the Federal Government is 
committed to support prices of agricultural products 
to farmers at approximately current levels, and that 
the Department of Agriculture seemingly has been 
plugging every possible source of farm price weak- 
ness. Despite setbacks by adverse weather, the major 
field crops—wheat, corn, and cotton—are very large 
and well in excess of domestic and export require- 
ments. This Fall, when cattle and hogs will be mov- 
ing to market in large volume at the same time that 
numerous important field crops also are being mar- 
keted, the farm products price structure will be 
under heavy pressure. 


Price Supports 


There are many people who believe that, because 
the Government has announced a farm price support 
policy (at 90 percent of parity for most products), 
prices cannot decline below that level and hence any 
possibility of more than moderate declines in farm 
products prices can be dismissed. Such faith in the 
ability of Washington to maintain farm products 
prices at pre-determined levels (or to prevent a busi- 

(Please turn to page 553) 
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— CAN IT CURE THE WORLD’S ECONOMIC ILLS? 


By V. L. HOROTH 


A number of meetings are scheduled next 
month in Washington to discuss what is referred to 
as the “sterling crisis,” but which on the other side 
of the Atlantic has long been called the “dollar 
shortage crisis.”” The most important of these meet- 
ings will be the triangular talks between the Brit- 
ish Chancellor of the Exchequer, Sir Stafford 
Cripps, and the heads of the American and Cana- 
dian Treasuries, Messrs. Snyder and Abbott. Pointed 
hints have been dropped that, among other things, 
the British will ask—in order to make possible the 
balancing of payments between the sterling and the 
dollar areas—that the United States generate a 
reasonably steady flow of dollars to the outside 
world by providing capital for undeveloped and un- 
derdeveloped countries. But the British are not the 
only advocates of “putting teeth’ into what is 
usually referred to as “Point Four” of President 
Truman’s Inaugural Address, calling for the rais- 
ing of the standards and prosperity of the so-called 
backward areas within the non-communist World. 
Many American exporters and manufacturers and 
lately also various farm organizations have been 
converted to the idea that “foreign investments” 
are necessary in order to supply dollar needs and 
to develop additional markets for future exports. 

At first, President Truman’s “bold new program” 
raised high hopes all over the world when rough 
guess-estimates were made that undeveloped areas 
might need capital investment of some $30 billion 
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during the next 10 to 15 
years. The needs of Africa, 
for example, were put at 
about $6 billion, and those 
of Latin America at $8 
billion. But as interpreted 
last April by the Assistant 
Secretary of State, Mr. 
Willard Thorp, before the 
Economic and Social 
Council of the United Na- 
tions, “Point Four” should 
involve at first hardly any 
capital investments. 
Rather, it is intended to 
provide “technical assist- 
ance” to the retarded 
areas and to improve what 
the investment circles usu- 
ally call “favorable eco- 
nomic climate.” By this 
are meant the conditions 
in a market or an area 
which make for safe in- 
vestment at a fair rate of 
return. When the ‘“eco- 
nomic climate had been 
rendered as favorable by 
“Point Four” investments, 
then a country would be 
ready for a loan from the 
International Bank for the 
construction of railways, 
highways, irrigation proj- 
ects, and the like. The 
third step would be the 
entry of private capital 
which would develop nat- 
ural resources and utilize 
labor. As the last step 
would come inter-govern- 
mental lending to insure the stability of the local 
currency, and to help in diversifying economic ac- 
tivities, housing, etc. 

The cost of the “Point Four” program, as it is 
visualized now would be about $150 to $200 million, 
spread over a period of three or four years. The 
United States would contribute about two-thirds 
of this amount, and the other United Nations which 
were invited to participate would provide the re- 
maining one-third. 


Lee, 
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Has Considerable Potentials 


There is no doubt that the “bold new program”’ 
despite its relative “tameness” could do a great deal 
of good by developing new skills, by improving 
methods of cultivation, by putting up pilot projects, 
and the like. But the danger is that much money 
will be frittered away on a vast front, and that the 
stream of dollars flowing abroad would be thin. 

What many people abroad as well as here would 
like to see is the acceleration of the “Point Four” 
program. They would like to see long term capital 
investments of such magnitude that these invest- 
ments would become an important item in our an- 
nual balance of payments. On one hand, the British 
experience during the 19th century supports their 
argument. On the other hand, it is a question 
whether the present political and economic condi- 
tions are favorable for large-scale investments, and 
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Annual Averages of Great Britain’s Trade, 
Net Investment Income, and Net Capital Outflow 


(in millions of £) 








Merchandise Trade Net Net 

Imports Exports Balance Investment Capital 

Income Outflow 
1870-74 ww. §=378 317 — 6l 48 él 
1875-80 ........ ee 290 —!2! 48 4 
1881-85 0... 420 316 —104 56 30 
1886-90 0 | 414 321 — 93 82 71 
io7i-99 ............ 481 332 —149 93 31 
1900-04 . . §71 384 —187 105 21 
1905-09 670 514 —156 138 110 
1913. —158 210 181 





Source: Hobson: The Export of Capital 




















(2) whether these investments would actually gen- 
erate larger exports of our goods. After all, the 
present conditions are quite different from those 
existing in the 19th century. 

As everybody knows, one of the bases of the 
prosperity of the 19th century was the fact that 
the industrial nations of Western Europe did ex- 
port both goods and capital, and what was even 
more important, that they did not expect the repay- 
ment of principal, and were willing to accept goods 
in lieu of the payment of interest. During the last 
decade of the 19th century and the first decade of 
the 20th century, Great Britain, France, and Ger- 
many invested abroad from $114 to $114 billion a 
year. This steady flow of capital expanded first the 

















U. S. Loans, Grants and Donations to 
Under-Developed Areas 
(in millions of dollars) 
Middle ‘ 
Latin East, India Far 
America = Africa East Total 
— 1947 — <a 
U. S. GOVERNMENT 
Export-Import Bank.............. 46 8 10 64 
Mer IODINE scsi 14 56 13 83 
Grants or gifts aaa 9 — 493 502 
Total .......... : 69 64 516 649 
PRIVATE CAPITAL 
Direct investments . 291 124 37 452 
PSS) ae vensssenne(—=57) 2 (—l!)  (—66) 
Donations .......... _ a 80 63 167 
Total . 258 206 89 553 
Grand total .. 327 270 605 1,202 
= ee 
U.S. GOVERNMENT 
Export-Import Bank ..... 28 I (—12) 27 
OUT ABODE cise. AO I 2! 
Grats or gifts. 10 oa 700 710 
Total ...... icici: 2I 689 758 
PRIVATE CAPITAL 
Direct investments ...... 230 170 50 450 
ep ees seven. (—62) 3 13 (—46) 
Donations ................. i 18 110 50 178 
[| aeRO SS 283 113 582 
Grand total . 234 304 802 1,340 
Note: Minus sign denotes repayment of capital 
Source: U.N. World Economic Report 
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production and later the productivity of such hith- 


erto “backward” countries as India, Indonesia, 

Japan, Argentina, and our own Middlewest. The 

rise of living standards and prosperity followed. 
The development of “backward areas in the 19th 
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century was not smooth. The profitableness of in- | 


vestments varied greatly, and waves of over-ex- 
pansion and over-optimism were followed with 
monotonous regularity by waves of bankruptcy and 


pessimism. But as Prof. E. W. Zimmermann points | of str 


out in that classic book, “World Resources and In- 
dustries,” the British and the Western Europeans 
continued to pour money abroad because they had 
a big population and needed overseas resources of 
food and raw materials, and as long as capital 
flowed abroad, international exchange of goods was 
both “multilateral” and expanding. The close rela- 
tionship between the British long-term capital in- 
vestments and British exports, which were expand- 
ing persistently, will be seen from the accompany- 
ing table. ’ 


Varying Fundamentals 


The conditions in the United States were the re- 
verse of 19th century Western Europe. We had 
plenty of resources and relatively few people. Con- 
sequently, capital investments here centered on two 
things: (1) the development of labor-saving de- 
vices that eventually made the American workman 
the most efficient in the world, and (2) the devel- 
opment of our own resources. Hence, foreign invest- 
ment here was not tied to the standard of living as 
in Western Europe. When, after the First World 
War, we began to invest abroad on a large-scale, 
we did it in order to develop markets for our ex- 
ports and not in order to develop imports of foreign 
food and raw materials for our own people as the 
Western Europeans used to do. 

This explains why as investors we failed to grasp 
the idea that investment—which may be in the form 
of money or goods or services—must be in the long 
run balanced like any ordinary exports by imports 
of goods. This also explains why a large portion of 
our investments went “sour” and why many people 
consider foreign loans a loss to this country. 

As will be seen from the accompanying table, the 
flow of American capital reached the peak of about 
$1,300 million in 1928. From 1931 to 1940, we were 
repatriating long-term capital. Post-World War II 
investments have consisted principally of direct in- 
vestments. Some 60 per cent cf these were accounted 
for during the past two years by the funds invested 
by the petroleum industry in the development of 
new fields in the Near East and the Caribbean area, 
Some direct investment in mining was made in 
Chile, Mexico and South Africa and some direct in- 
vestments in manufacturing industries were made 
in Argentina and Brazil. 

The third table shows the flow of funds from this 
country to the so-called undeveloped areas. About 
one-half of the $1,202 million provided in 1947, and 
of the $1,340 million spent in 1948, consisted of 
private funds. The other half represented largely 
relief assistance to China, Japan and Korea. 

The best investment opportunities abroad for 
American capital are offered where they would, so 
to speak, “kill two birds with one stone”: (1) in 
the countries where we could raise the living stand- 
ards by providing better paid jobs for more people 
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and at the same time develop a supply of industrial 


‘raw materials and foodstuffs which either we do 


aay 


_ not produce or do not produce in sufficient quanti- 
» ties or which we may need in case of war; (2) in 


a the countries where more jobs and higher living 


standards would at the same time help combat the 


' spread of communism, or in the countries which are 





strategically situated. 
Into the first category would fall the development 


piling: tin, copper, lead, zinc, uranium ore, thorium 
ores, bauxite, and various steel alloys. In the case 
of manganese, the objective would be to become in- 
dependent of Russian supplies. The main source of 
tungsten ore, Southern China, is likely to be inac- 
cessible before long, and sources of this important 
alloy will have to be developed elsewhere. More ex- 
tensive development of certain foodstuffs, such as 
coffee and bananas, and of medicinal plants would 
also merit the outflow of our capital. An example 
of new investment opportunities is provided by the 
recent discovery of the source of the cortisone drug, 
needed for the treatment of arthritis, in the seeds 
of a tropical vine called strophanthus. An invest- 
ment of millions of dollars in strophantus planta- 
tions in such tropical countries as Liberia or Vene- 
zuela will be needed to provide enough cortizone for 
suffering people all over the world. 

As a matter of fact, many American corporations 
have for some time been combining the develop- 
ment of strategic resources overseas with the cam- 
paign for the betterment of living standards in the 
countries in which they operate. For example, the 
United Fruit Company of Boston has combined get- 
ting bananas out of various Central American coun- 
tries with extensive sanitation and housing pro- 
grams that have helped to raise standards even in 
areas not producing bananas. The big petroleum 
companies operating in the Near East (in Saudi 
Arabia especially) and the Caribbean countries have 
also been instrumental in raising the standards of 
housing, sanitation, and even education, 


Another Category 


Into the second category of countries where our 
investments would do a double job—buying more 
business and at the same time combat the spread 
of communism—fall such countries as Iraq, Iran, 
Turkey, Afghanistan, and Pakistan in the Middle 
East, and Korea, Formosa, and Indonesia in the 
Far East. They are either strategically situated, or 
exposed to the danger of communist conquest be- 
cause of their economic backwardness. , 

In addition to these two groups, there are coun- 
tries which are potentially rich in natural resources, 
but where outside capital is necessary to provide 
the necessary transportation facilities. The best ex- 
ample is Colombia, where there are large undevel- 
oped resources of coal and waterpower and much 
mineral wealth, and where the soil and climate are 
favorable for the raising of different food and in- 
dustrial crops. The International Bank is now in 
the process of making a survey of Colombia’s trans- 
portation requirements. Other countries rich in 
natural resources but poor in transportation are 
Brazil, Peru and Ecuador in South America, Ni- 
geria, British East Africa (Kenya and Tanganyika), 
French West Africa and Northern Australia. 

If American capital is to do any good abroad, 
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the process of finding the proper investment oppor- 
tunities is likely to be long and cautious, particu- 
larly if private capital is to be risked. Correspond- 
ingly it may take a long time before the flow of 
capital overseas results in larger export business 
for the United States. 


Investment and Production 


It is generally true that the investment of capital 
in foreign countries will bring about a great diver- 
sification of production, and, through increased em- 
ployment at higher wages, create an expanding mar- 
ket for imported as well as locally produced goods. 
But too much foreign capital may be harmful rather 
than beneficial to a foreign country. It may distort 
rather than diversify a country’s economy; it may 
help to generate inflationary pressures, and con- 
tribute to the instability of the currency by creating 
a transfer problem. For this reason it is necessary 
to make a proper appraisal of the situation before 
investing. 

One reason why the flow of long-term investment 
capital could be relied on from year to year during 
the latter half of the 19th century was the relative 
stability of political conditions, the stability of cur- 
rencies, and the absence of economic nationalism. 
Some of these conditions will have to be restored 
before an investor will | (Please turn to page 557) 
































Acquisition of Long-Term Foreign Investments 
by the U. S. 
Capital Imports (Repayments) Are (—) 
(all figures in millions of U.S. dollars) 
Private Foreign U.S. 
Investments Government Total 
Direct (a) Portfolio (b) 
1922 153 669 822 
1923 148 n.a. = n.a. 
1924 .. 182 n.a. a n.a. 
1925 .... . 268 n.a. == n.a. 
1926. 351 470 oo 821 
1927... 351 636 — 987 
[ze 558 752 os 1,310 
$929 ...... 602 34 a 636 
1930... 294 70 _— 364 
iar... 222 —350 i —128 
$932 ..... 16 —267 oa —25! 
1932... _ —32 80 ~ 48 
1934. 17 —202 om —185 
1935. —34 — 82 os —I16 
1936 12 —189 os —!77 
1937 —35 —24! — —276 
1938 —I6 — 24 _— — 40 
1939. —9 —104 a —I13 
1940 —32 — 36 5 — 17 
1941 —47 — 20 38! 314 | 
1942 —I9 83 10 74 | 
1943 —97 58 124 85 | 
1944 —7I 62 163 154 | 
1945 4 346 898 1,248 
1926 351 470 — 821 
1923 148 n.a. a n.a. 
1946 —238 3,240 3,002 
1947 666 78 6,891 7,635 
1948 653 108 687 1,448 
(a) “Direct investments” are those, the control over which is exer- 
cised from the United States (for example, an investment in 
Venezuela's oil field by an oil company in U.S.) 
(b) ‘Portfolio investments” are those, the control over which rests 
abroad (for example, a dollar loan to a French steel concern). 
Source: U. S. Dept. of Commerce. 
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Dangers of.... 
Pump Priming @ 
by DEFICIT 
FINANCING 





By J. S. WILLIAMS 


SY, all but three of the past seventeen year's 
expenditures by our Government have outstripped 
its income. Now, after an artificial period of unusual 
prosperity, Washington again finds itself in the role 
of a borrower in order to make both ends meet, and 
seemingly considers the move both necessary and 
constructive. All will agree that the budget must be 
balanced by one means or another, but the question 
has become serious as to how long our national sol- 
vency and manner of living can endure under the 
stimulus of drug-like deficit financing, if indefinitely 
continued. 

Admittedly, Federal pump priming at times is de- 
sirable and under current conditions this surmise 
might hold, but it is only because this alleviative has 
become essential under our piled up burden of taxa- 
tion. The biggest flaw in our tax system is the unlim- 
ited ceiling allowed our Government authorities, 
either in Congress or in the Administration in plan- 
ning income and outgo of funds through taxing pow- 
ers. In contrast, our state and local tax bodies are 
circumscribed by borrowing limits on debt incur- 
rence, though many have taken a page from the Fed- 
eral book in establishing income taxes. No such bar- 
rier confronts our elected representatives, whose 
constituents demand more and handouts from Uncle 
Sam, regardless of political and economic probable 
repercussions. No genuine statesman has ever pub- 
licly warned the people of these hazards so clearly 
and simply as Mr. Herbert Hoover in his recent 
birthday broadcast. Proponents of lavish Govern- 
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ment borrowing toss aside the risk by claiming that 
we owe the debt only to ourselves, whereas Mr. 
Hoover properly allocates the burden to the next 
generation. Despite the amazing record of our econ- 
omy for secular expansion, there may be intervals 
ahead when our children will find the mounting tax 
load, now equal to 32% of personal income, the last 
straw on the camel’s back. 


Emergency Financing 


In times of emergency, such as war, depression or 
national defense, pump priming that entails recourse 
to deficit financing is a rational device, but only pro- 
vided the need is properly minimized by steps in 
every direction to postpone many programs that in 
normal times might meet public approval. Needless 
to say, outlays of every kind at such time must be 
pruned within sound limits and businesslike efli- 
ciency enforced in all Federal areas. Until the cur- 
rent Congressional battle over these basic principles 
is settled, it will be impossible to appraise how far 
out on a limb the Federal deficit for fiscal 1950 will 
expose the nation, but as matters now look the debt 
is bound to rise-by at least $6 billion without allow- 
ing for perhaps another $1.4 billion for foreign mili- 
tary aid. If President Truman had his way in estab- 
lishing his numerous welfare programs the deficit 
would mount discouragingly. 

Coming at a time when corporate income may 
shrink by perhaps 15% to 25% in the current year 
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and income taxes from this source correspondingly 
reduced, the strain on Federal budgetary factors will 
be increased. As an offset, on the other hand, the in- 
creased spendings by the Government should some- 
what expand industrial volume and help to minimize 
the downtrend in tax payments. Some measure of 
employment stabilization should also follow. But defi- 
cit financing is always a major inflationary influence, 
for at the stroke of a pen the credits achieved create 
an expansion in deposits that the Treasury can check 
out at will for any purposes. In this respect, in- 
creased Government borrowing only serves as a prop 
to high living costs and a stimulus to further wage 
demands, further distorting the welfare of all wage 
earners and investors throughout the land. If con- 
tinued, the trend will defer the advent of lower 
prices and start everyone from the charwoman to the 
President worrying how to save a bit for old age. 
While the expedient of pump priming alone can not 
be blamed for increased living costs, it contributes 
decidedly to the uptrend and thus is an unstabilizing 
influence. When used mainly to prolong a period of 
record boom rather than to correct depression condi- 
tions, deficit financing can become a dangerous tool. 
If compounded over a long period, in both good times 
and bad, the Federal debt stands a slim chance of re- 
duction and gradual swelling might prove catastro- 
phic, as has happened in many countries abroad. 


Debt Service 


It is true that approximately $6 billion annual in- 
terest on the Federal debt, vast as this sum is in com- 
parison with what seemed a disturbingly large sum 
of about $940 million a decade ago, would seem of 
small consequence with fiscal 1949 tax receipts run- 
ning close to $40 billion. Were it not for proposed 
abnormal outlays aggregating over $26 billion, aside 
from service charge on the debt, the $8 billion cash 
surplus of the Government in fiscal 1948 would have 
risen incisively in the current year and the gain 
might have continued into 1950. In this event some 
very substantial reductions on the Federal debt 
might have been possible. But outlays totaling $32 
billion termed by Mr. Truman as “untouchables,” i.e., 
interest on the debt, foreign aid, national defense 
and service of the Veterans Administration, pre- 
cluded any such action unless $10 billion of Govern- 
ment operating costs were reduced to a point out of 
reason. Implementation of the Hoover 


hausted, it is possible of course that the present un- 
balance of the Federal budget may be corrected in 
near term years. On the other hand, should more 
serious emergencies, either political or conomic, pre- 
sent themselves, our huge debt structure would be 
something to consider. 


Danger Ahead 


Thus while some excuse is provided for reentry of 
the Treasury into the field of borrowing, it could 
prove a hazardous adventure unless good times con- 
tinue unabated. Industry sooner or later must face 
conditions when pump priming will no longer be a 
beneficial force, unless the State completely takes 
over the economy, for otherwise the fear of increas- 
ing taxation wiil completely dry up all sources of 
new investment. Under the circumstances it might be 
better to face the situation now when high level ac- 
tivity in the economy still prevails and have confi- 
dence that business could make necessary readust- 
ments without too much financial aid from Wash- 
ington. But suggestions by the Administration to 
press programs involving billions for public works, 
health and welfare programs at present, regardless 
of debt considerations, discourage hopes of prudent 
policies unless the electorate next year shows signs of 
realizing where it is being led. 

Current conditions in the banking world are very 
favorable for the Treasury to implement whatever 
deficit may be necessary. The average rate of interest 
on all Government securities rose slightly last year 
but the trend has since reversed. The average rates 
for fiscal 1949 were: certificates, 1.2% ; 3-5 year tax- 
able issues, 1.59%; 7-9 year taxable bonds, 1.90%. 
But changing economic conditions have freed bank 
reserves to the extent of $2.6 billion thus far in 1949 
in a period when inventory reductions by industry 
helped to reduce commercial bank loans by about $4 
billion. This sharp uptrend in investable bank funds 
has softened interest rates and pushed prices for 
Government securities upward, thus paving the way 
for favorable refunding operations by the Treasury 
Department or for further financing. Elimination of 
price pegging policies by the Federal Reserve Board 
has also contributed to the higher prices now pre- 
vailing. 

On August 1 the Government accepted offers for 
$1,000,432,000 31 day bills (Please turn to page 556) 





Commission recommendations may re- 
duce Federal expenses by several bil- 
lions but even if immediately effective 
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this would have left a substantial defi- 
cit to be financed by further borrowing. | 8 


Looking Forward 
We cite these circumstances because | 


it is probable that Administration ; 
thinking optimistically envisages that 
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Marshall Aid outlays can be radically F 
reduced by 1952, as planned, and that 
outlays for National Defense will also 
shrink measurably in the not distant |? 
future. Granted the validity of these 
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HES CONGRESS MAY STAY IN SESSION Ja 


By E.K.T. 


APPOINTMENT of Tom Clark to the U. S. Supreme 
Court fills the vacancy created by the death of 
Justice Frank Murphy with a jurist whose attitude 
toward big business is very similar to Murphy’s. 





WASHINGTON SEES: 

The Administration's fight on deflation (the war 
on inflation which President Truman had charted 
already has gone by the board) isn’t showing en- 
couraging results as yet, but congress and the 
affected agencies agree time — the next few 
months — should tell the story. 

The credit control powers of the Federal Re- 
serve System are being brought into play. Under 
a staggered reduction in bank reserve require- 
ments, it is expected that 1.8 billion dollars will 
be released for borrowing purposes within a 
matter of weeks. 

Also, the policy of attempting to hold interest 
rates on government securities static, has been 
abandoned. Such a requirement, if maintained, 
would offset the lowered reserves’ beneficial ef- 
fect upon lendings, the fiscal experts here warned. 

In spite of all, business loans declined in July 
—with a very slight upturn indicated toward the 
end of the month. But there are encouraging signs 
of business pickup now, reflected in expanded 
bank loans in the commercial classifications. The 
lowered reserve requirements are described as a 
financial “shot in the arm,” and like their medici- 
nal counterparts, these shots require time to 
“take.” 

Meanwhile, the White House has lessened 
ge on congress for enactment of fiscal legis- 
ation and has turned its attention to the reform 
bills, hoping that a concentration of civil rights, 
wage-hour, and social security measures may 
hasten one or more to realization. Then, too, ap- 
propriations bills for domestic and foreign ex- 
penditures are lagging and the President seems 
anxious to avoid any further trouble on those 
scores. 
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But the choice right along had lain between Clark 
and Senator Joseph C. O’Mahoney (the latter to be 
the selection if the religious angle were to be con- 
sidered) and it therefore was inevitable that one 
who views “bigness” with alarm was to go onto the 
high bench. However, there is this difference: Clark 
has sent more than 150 antitrust cases into produc- 
tion and some are on their way to the Supreme 
Court. He will be disqualified from passing on the 
appeals. 

THREE YEARS, almost to the month, from the time 
the republicans must pick their presidential nomi- 
nee, Senator Taft has such a lead in cloakroom and 
cocktail lounge discussions in Washington as to be 
regarded a sure thing to be tapped as head of the 
ticket. President Truman’s refusal to budge an inch 
from the “liberal” Fair Deal program has set the 
1952 election up as a clear-cut conservative-liberal 
fight and Taft stands out as the prime successful 
exponent of what today is regarded conservatism, 
10 years ago would be called “leftist.”” With that 
prospect in mind the Taft senatorial fight will make 
history overshadow all else in the 1959 runnings. 
STRATEGEM to force anti-Administration senators 
and representatives to accept in present or watered- 
down version the vast Truman Plan is the asser- 
tion from high places that congress will be kept in 
session until Thanksgiving Day, or longer, if neces- 
sary. The mid-August adjournment date earlier 
agreed upon has been passed without notice. Repub- 
licans and non-regular democrats have the votes for 
immediate adjournment, but won’t try it. That vot- 
ing strength was marshalled last year but it brought 
the charge of legislative sit-down strike and the 
accusation echoed through the polling places. Now 
they’ll sit it out if it takes all summer. And it will! 
SIGNS of a sharp upward revision of building ma- 
terials already are being seen by builders and the 
suppliers do not think the higher costs will depress 
their market. Reason for that optimism is the im- 
minent entry of the federal government into the 
multiple-unit construction business with funds 
which will be coming along for low-rent, slum- 
clearance housing. Seeking to make private con- 
struction more attractive, realtors meantime are 
trying to get mortgages cover on appliances. 
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The ominous pattern of war is taking form in 
Washington with the lines becoming more clearly defined 
daily. It is a reproduction of what went on just about 
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one decade ago, but it has brighter areas than existed 
AA WUE then, the civilian and military chiefs hasten to point 

out. In the closing months of the 30s, the world had 
been 20 years without a major conflict, tensions existed 

but the potential military alignments were not certain, 
Gf. To and this country was, perhaps least of all among the 

major powers, ready for defense. Highest among the 
advantages now--they are called "deterrents" to war 
today--is possession of the atomic bomb. 
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But the history of the past six months, the 
more cautious men in congress point out, closely 
parallels the comparable period of 1939. Then, as now, 
financial aid was being extended to known friends 
abroad; then, as now, there was talk of extending 


























f military aid (as time was to prove, military aid actually was being given); then, as 


now, there was a chip-on-the-shoulder attitude--in 1959 toward Germany and Japan, 
now toward Russia. 














Latest in the series of developments is the revival of industrial 
"educational orders." Ten years ago, Louis Johnson, then Assistant Secretary of War 
in charge of procurement, instituted the plan of encouraging plants to tool for 
military needs by granting them sample orders by the production of which they could 
realize on their investments. Only this month, the National Security Resources 
Board released the first of what will be a series of "educational orders," amounting 
to 74 million dollars. 























Put bluntly as a preparation "in the event of national emergency," they 
now are called "phantom orders." (Actually, these weren't the first; it was 
revealed that orders for 100,000 machine tools, price not mentioned, already had 
been handed out.) The new group involves 99 American firms, all producing cutting 
tools--a necessary on which the United States was caught short once before. 





























Waggishly referred to as "the republican disharmony conference," the 
August meeting of republican national committeemen dumped Hugh Scott from the 














replica of the earlier attempt to oust the Dewey forces from national control. 
Little of what went on behind the closed doors has leaked out. More will come 
later. It amounted to reading Gov. Dewey out of the titular leadership that rests 
with the most recent party nominee, and the creation of an open field in which all 
the hopefuls may scramble. The earlier drive against Dewey, through Scott, failed 
by a few votes; the later try prevailed by only a few. 


























The spectacle of Senator Taft and Harold Stassen joining to blast a third 














and Stassen are "running for President every day." The coalition obviously was one 
of limited term. Now the fight goes on again. But possibly overlooked is the fact 
that Gabrielson, himself, has a candidate, despite protestations to the contrary. 
The governor of his own state, Alfred E. Driscoll of New Jersey, has been making 
great headway, winning national publicity as a contender. And the question now is: 
how long will it be before Gabrielson finds himself in the same boat as Scott, and 
the target of Presidential aspirants who will be calling for his scalp? 


























Speaker Sam Rayburn, whose reputation springs largely from his ability to 
prepare common meeting grounds for conflicting congressional groups, is working out 
&@ compromise bill on the tidelands oil controversy. The Supreme Court's ruling that 
land three miles off the shore of California is federal domain, touched off the 
argument. California, naturally, wants the rich oil lands and has asked congress to 
legislate control back to the states. Reliance was placed on other coastal states 
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to come into the fight. And the hope has been realized, insofar as Texas and 
Louisiana are concerned. And Rayburn is a Texan. 

The Speaker has not divulged the outlines of the bill. One who has 
2erved more than three decades in congress specializing on the problems of inter- 
state and foreign commerce, as Rayburn has, is not likely to favor localizing a 
natural resource by nullifying the court's decision. What the Texan probably will 
bring out will be a bill reiterating federal control as a means of national security 
but "cutting in" the states whose coasts hold oil, on part of the profits of 


operation. 























within the three-mile limits. State taxing and policing power are involved, and if 
the federal government owns the coast from low tide out, what of the tax and opera- 
tion on docks, piers, and other installations? States are not likely to welcome a 
compromise that skirts the question of jurisdiction, even with the reported bait of 
90 per cent of the oil extraction profits held out to them. 


While the McClellan Amendment to the ECA appropriation bill was ruled out 
on a point of order, the parliamentary action involved a roll call vote which 
clearly showed the amendment would not have prevailed on a straight test. Voting 
against the rider which would have required Marshall Plan countries to accept 1.3 
billion dollars worth of surplus farm products (whether needed or not), were 52 
senators, four more than a majority. Only 32 went along with McClellan. The net 
result has been long delay in completing action on the measure when, the vote 
showed, more than a majority of the senators didn't want it anyway. 

































































National Labor Relations Board has moved with dispatch to put down a 
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communist oath loses all protection of the NLRB. The Food and Tobacco Workers Union 
was one of the latest to learn that the Taft-Hartley Act has teeth; that it can 














protection, which includes loss of the right to have the union's name on ballots for 
collective bargaining agent designation. 

The food-tobacco workers union devised a plan that was just a bit too 
transparent: its president, Donald Henderson, preferred not to take an oath that he 
isn't, and hasn't been, a communist sympathizer. So he withdrew as president, 
installed an acting president, caused himself to be named National Administrative 
Director. It didn't work. NLRB called upon him to state, under oath, that his new 
duties were not the same as he performed as president. The Board went back of the 
































Administration liaison on Capitol Hill still are asking themselves "What 
happened?" as they review the vote on higher disability compensation for war 
veterans and granting larger payments to dependents of deceased servicemen. The 
White House had opposed the measure, and the Budget Bureau had opposed it. Expres- 
sions from those two sources usually can be counted upon to produce a respectable 
number of supporting votes, if not enough to prevail. But when the house voted on 
this one, 5354 members said "aye," not a single congressman said "no." 


Best guess is that the lawmakers fear to go back home after adjournment 
without "doing something" in a pecuniary way for the veterans and their families. 















































This bill extends benefits only to classes where there is demonstrated need and was 
considered "politically good." And its enactment will stiffen the resistance to 
general pension or general bonus measures. By spending a smaller amount now, 
congressmen feel they can avoid wholesale gifts of federal money later and still 














Military brass soon will find it is possible to carry on without a small 
army of high-salaries military assistants. Pink slips informing hundreds of aides 
that their services no longer are required already are circulating in the Pentagon 
Building. Secretary of Defense Louis Johnson has promised to save 1 billion 
dollars, is starting there. 
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The Varying Recession Impacts 


Revealed by 


Second Quarter Earnings 


Part Il. By WARD GATES 


Uh for many years past have quarterly 
industrial sales and earnings developed such a uni- 
form downtrend as in the three months ended June 
30, 1949. With rare exceptions, such as automobiles, 
cement and food chains, virtually all groups in the 
economy experienced a shrinkage in volume, often 
attended by a relatively greater decline in net profits. 
Many companies that had reported encouraging 
gains in the March quarter finally seemed to have 
bowed to the inevitable influence of the readjustment 
period that follows on the heels of every major boom. 

It is never safe, however, for investors to attach 
too much importance to company results in any 
single quarter, or for that matter to the progress of 
industry in general during brief intervals. The old 
saying “It takes more than a day to make a summer” 
holds true in the field of enterprise. Considerable 
time is necessary before accepting interim changes 
in demand for various goods as valid evidence of 
prolonged trends, or volatility of prices as a signal of 
lean times. Variations in these two factors, when 
sudden in approach, can raise havoc with the prog- 
ress of even the best managed concerns until their 
inherent degree of efficiency is given a chance to ex- 
press itself by cost controls adjustd to changed con- 
ditions. This process often involves a period of six 
months or more rather than a few weeks before nor- 
mal operating potentials can be disclosed. A good 
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many concerns that started their 
readjustments months ago are likely 
to prove the truth of this surmise 
in near term quarters, while those 
that have only recently had to face 
the problem may require more time. 

In studying developments on the 
industrial front during the first 
half of 1949, it should be realized 
that comparisons with interim pe- 
riods last year were from the high- 
est base ever recorded in history 
and that the “rolling” characeristic 
of the readjustment period was 
very broadly accelerated in the re- 
cent second quarter. The conviction that boom times 
and inflationary prices had come to an end was sur- 
denly implanted early this year in the minds of not 
only consumers but more importantly of their sup- 
pliers at every level, from retailers to wholesalers 
and then to manufacturers. In the March quarter, 
the number of concerns reporting volume declines 
and smaller earnings was noteworthy, but utilization 
of heavy backlogs helped to maintain shipments in 
many cases well in excess of incoming orders, thus 
creating a somewhat distorted picture of the profit 
element. In the succeeding three months, though, cur- 
tailed production became more widespread, volume 
shrinkage was more marked and margins were nar- 
rowed because high priced inventories had not been 
worked off enough to permit replacements at lower 
prices. 


Decline Relatively Moderate 


Considering the breadth and force of these com- 
bined factors, it is extraordinary that the general 
downtrend in sales and earnings has thus far been 
as moderate as it has. The accumulation of incoming 
interim reports tends to verify the prediction in our 
first article that aggregate corporate profits in the 
second quarter were about 25° below the corre- 
sponding period in 1948, that is if the more prosper- 
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ous automative and steel groups are excluded. Ac- 
cording to a compilation by the National City Bank 
of New York covering 451 companies, including steel 
and motors, net income in the first quarter, compared 
with the same 1948 period, shrank only 2% but the 
minus percentage for the second quarter rose to 9%. 
The better showing for the first quarter improved 
the average for the six months, with the result that 
net of 545 concerns was only 5.3% below the first 
half of 1948 and 14% below the last half of last year. 
It is significant indeed that during a period of such 
broad adjustments on every hand, this comprehen- 
sive group of industrial leaders could report net 
earnings totaling $2,073,731,000 in the recent six 
months period, only $127 million less than in the re- 
lated 1948 interval of a boom year. As we have 
pointed out, though, the real test remains ahead and 
the horizon is still colored by many uncertainties. 
This composite picture of course does not reveal 
the varying impact of the recession upon certain in- 
dustrial groups or their components. Textile and 
apparel manufacturers appear to have experienced 
especial difficulty in the readjustment period, because 
of sharply curtailed volume and reductions in prices. 
Second quarter sales of Celanese Corporation. for ex- 
ample, totaled only $26.6 million compared with $47 
million in the first quarter and $59.7 million in the 
second quarter last year, while six months volume of 
$73.7 million contrasted with $117 million in the ini- 








tial half of 1948. Heavy overhead charges evidently 
brought operations close to the break even point in 

the June period, for net income of $127,035 did not 

fully cover preferred dividend requirements and left 

a deficit of 11 cents a share on the common. In the 

same period a year earlier Celanese reported net in. 

come of more than $11 million or $1.86 a share. This 

shows how reduced selling prices combined with af 
low production rate can cut sharply into operating) 
margins. Despite this glum picture, though, the com: 
pany’s business has been improving month by month 
since April, operating economies have been extended|, 
and the management predicts a more satisfactory) 
showing in following quarters. This prospect un- 
doubtedly should include many other important tex. 
tile manufacturers whose recent experience has been 
very similar to that of Celanese. 


American Woolen Company 


The experience of American Woolen Company thus 
far in 1949 is another good sample of progressive 
earnings deterioration by a textile manufacturer un- 
der the impact of readjustment problems. This 
world’s largest woolen concern extended its period 
of boom prosperity well through 1948, reporting net 
earnings of $11.79 per share for the year. Sales in 
the first quarter of 1949, though, were about 16% 
lower than a year earlier and the relative decline ex- 
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Quarterly Sales and Earnings of Selected Companies 
2nd Quarter 1949 Ist Quarter 1949 2nd Quarter 1948 

Net Sales Pre-Tax NetPer NetSales Pre-Tax NetPer NetSales Pre-Tax NetPer Recent Range 

($ mil.) Margin Share ($mil.) Margin Share ($mil.) Margin Share Price 7 1949 5 
Air Reduction $22.7 Wh $.56 $24.2 78%, $.65 $23.5 7.1% $.61 $22 $18%-23% 
American Brake Shoe. 235 84 1.04 300 7.9 1.28 292 60 95 2330-35 
American Cyanamid 55.9 7.6 88 57.8 102 121 586 89 1.07 45 ——-35Y/4-45!/2 
American Seating 69 145 2.69 5.6 10.4 1.63 $2 82 1.20, 3423-34 
American Viscose _ 36.155 4) 51.9 (22.2 3.06 495 25.8 4.04 59 497-63 
Baldwin Locomotive 36.7 4.5 “Tee 37.322 48 4B 9 ——_—*THG-NNY| 
Budd Co. 70.3 5.0 95 67.4 5.6 1.04 53.7 4.2 60 9 Th 9% | 
Chrysler Co. 549.7 9.8 3.97 401.2 7.0 2.15 325.3 8.9 2.40 52 —441/,-53 © | 
Certain-Teed Products... 10.4 10.2 64 929.0 50 130 125 0012-132) 
Colgate-Palmolive-Peet 48.9 «SI 83 54.7 10.4 7) 524 LT 03 39 2994-397 | 
Columia Broadcasting System... 24.9 6.5 50 27.0 5.8 50 22.6 5.3 43 19 17/g-24%% 
Container Corporation .... 26.9 6.1 1.56 28.5 6.7 1.89 31.0 6.8 2.02 35 2754-37'/2 
Crown Cork & Seal 20.6 3.9 .28 19.9 4.3 1.32 24.3 8.1 87 15 14-19! 
Hazel-Atlas Glass 14.7 10.2 43 135 8.4 33 17.0 14 54 24 19"/p-241/4 
Houdaille-Hershey 132 8.4 72 14.0 8.5 79 19 4.0 22 12 9"/n-125/ 
Island Creek Coal . 13.2 18.0 1.31 11.9 17.5 1.10 9.0 19.1 1.01 27 24-32 
Kimberly-Clark... 26.1 11.6 1.13 26.1 10.8 90 29.0 12.8 137-20. ——«17%4-22% 
Lone Star Cement 16.5 26.1 2.78 12.7 21.0 1.67 145 22.3 2.15 65 60 -67!/4 
National Biscuit f 48 7.7 85 75.6 7.0 77 72.5 7.5 80 34 30-35 
Pacific Mills seats 21.8 3 06 240 7.8 2.04 272 9.9 3.08 32 _-27/9-347/ 
OS 11.8 29.1 1.34 12.3 37.0 1.70 11.5 39.2 1.75 47 401/4-51'/2 
Pittsburgh Cons. Coal ...... 50.2 13.8 2.04 538 11.8 184 49.7 14.6 2.15 29 -24%4-32 | 
Rayonier, Inc. iaaticioad 114 21.8 1.16 13.4 25.5 1.71 16.1 27.0 2.25 24 ~——2134-30//2| 
Richfield Oil tee 29.4 21.3 1.29 29.7 24.3 1.26 21.7 20.2 1.16 37 ——-2434-38% 
Scott Paper sable: 20.5 11.0 145 2. 9.9 1.29 18.8 9.0 Al 57 46!/4-58 
Standard Brands ....e m- 63.3 4.4 56 62.9 4.6 50 91.4 = 12.2 1.37 = 20. 17Y/4-21% 
Tide Water Ass. Oil © 89.7 7.2 719 945 13.0 1.38 ne. 43 60 22: ~——:1954-455 
Thompson Products 27.9 «5.8 350 252 4.0 2.06 25.3 5.0 2.64 40  341/-45% 
Union Carbide & Carbon 131.7 13.4 1 157.0 15.6 85 «151.9 = 15.8 83 40 3334-42 
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vidently 
0int i | Net Income of Leading Corporations for the First Half Year 
did not (In Thousands of Dollars) 
and left No. of Industry ————Reported Net Income —Per Cent Change From— 
In thefi| Cos. Groups Ist Half 2nd Half —ssitstHalf =e IstHalf = 2nd Half 
net in. 35 Food products... —.. ae hee 19499481948 
"e. This 14 Beverages in «$$ 108,800 = $122,967 = $103,602 — 48 
vat "36 Textiles and apparel .. a 1); ae <a, a? © a’ 
Le com.| ||_20___ Pulp and paper products... A, ke 82,499 37,383 = 63.6 54.7 _ 
month. 35 Chemicals and paints. nnn inceeencne GEO AG 27,962 — —43.6 39.2 _ 
‘tended | 9 __Drugs, soap, cosmetics eer aes 178,690 223,918 192,005 7S —142 | 
factory 17___ Petroleum products ..... : 12,026 ‘12,008 15407 +281 $22.2 
- Pe: =. Cement, glass, and stone. nnn = 638,719 __ 573,081 465,665 —27.1 || —I8.7 | 
is been | _35 Iron and steel... Se el a” A! a. 
| 20 Electrical equipment and radio : : 212,634 _ 320,982 318,595 +49.8— _— 97 | 
| 45 Machinery .................. _ ee 02 Ed) __ 124,638 _ ___ 97,953 — 8.8 —21.4 | 
| _9 __ Office equipment... seaeicaaiees __ 51,765 71,682 56051 = + 83 —21.3 | 
th 12 __Autos and trucks..... enn eee 30,938 32,726 29,833 — 3.6 — 88 | 
ves. |__29 Automobile parts... oon 234,506 264,977 334440 $42.6 +26.2 
er un- f Railway equipment . See z 46,896 _ 61,050 «47 348 +10 —22.4 
This} || 78 Other metal products... ge — 20,658 © 21,086 22,792 $10.3. + 8.1 
period | 36 Miscellaneous manufacturing — 103,429 113,602 66,819 __ —35.4 4} 2 | 
ng net} |) __ 64,506 76,090 53,982 —163 29.1 | 
les in} || — . eee -cesiamaaeammemaaneeitanuncmmammcemecican idee petemmea nea acemememmceme iano 
16% | _462 Total manufacturing ..... eee —_—_— ———. rr ee tes 
ne ex: p37 Mining and quarrying... — ___ 2,055,689 __ 2,260,823 - 1,960,458 = — 4.6 © —13.3_ | 
a 28 Trade (retail and wholesale) eae 85,582* 91,446* 68,234* _—20.3 _ —25.4 — 
cnc am, | 13 Service industries ........... : : £5,530 42,121 30,122 —15.2 —28.5 | 
| — oo 13,649 16,935 4917 + 9.3 Ig “| 
WEY 545 Total meee ee en aa ae 
~¥ | are - $2,190,450 $2,411,325 $2,073,731 = — 5.3 —1.40 | 
a | *Before depletion charges in some cases. 
1-23 54 | — —— Sn 
-35_T panded to 55% as of June 30. Net earnings of $1.25 dent, points out that it is impossible to forecast how 
-45'2 ||| per share in the March quarter compared with $5.01 long these conditions will last, but that the business 
349, | in the same 1948 period, while second quarter net cannot indefinitely remain immune to major trends 
63 ||| tan into the red, after allowing for preferred divi- throughout the economy. 
“11% | dends, establishing a deficit of 89 cents per share on 
e the common. 1949 first half year earnings of 36 cents Automotive Parts Suppliers 
- 9% |} per share compared with $9.94 for six months ended 
-53_ |} June 30, 1948. Aside from the sudden contraction in An important supplier of bodies to the automotive 
-13/)|}} volume, earnings were impaired by a $3.1 million industry, the Budd Company, reported earnings of 
397,||| Write-off of inventories, resulting from price cuts 95 cents per share in the June quarter compared 
243, ranging from 22 cents to 70 cents a yard on 1950 with 60 cents in the related 1948 period. Sales of 
va offerings. These price reductions were considered $70.3 million were higher by 33% in comparison 
“//2\1} necessary to stimulate business and to keep the com- with the previous year period, slightly expanding 
!9|| | pany’s mills running. The directors cut the Septem- the pretax margin to 5%, though in the recent March 
24,|| | ber dividend to 50 cents a share from the June level quarter this percentage stood at 5.6%. Edward G. 
125,|| | Of $1 and $1.50 in March, evidencing caution until Budd, president, is optimistic over the outlook for 
32. ||} ‘he road ahead becomes more clear. _ the second half year, barring a wave of industrial 
22% || |: In contrast, the recent progress of the automobile strikes or a decided shrinkage in the market for 
‘¢8 | industry and many of its suppliers has provided an automobiles. Our readers, however, may agree that 
674|| | encouraging offset to the readjustment pangs suf- these qualifications embrace two rather large “ifs.” 
35 | fered in other directions. In June Chrysler Corpora- The Budd Company derives its major sales from the 
347,|| | ton, despite the return of highly competitive condi- automotive industry, but has also delivered 166 rail- 
515 | tions, produced and shipped more cars than in any way passenger cars in the first six months compared 
——*|| | previous month in its history. The company’s dollar with 117 in the first half of 1948. The outlook for 
32 _ |] | Sales in the June period soared to $549.7 million com- this class of business is very uncertain, and it has 
0/2 || | pared with $326 million in the second quarter a year never proved very profitable for this concern at best. 
87%, || | earlier and $401 million in the first three months of Sales of $27.9 million by Thompson Products in 
~ | the current year. On this enlarged volume pretax the second quarter were larger by about $2.5 million 
1% || | Margins widened to 9.8% in contrast to 7% in the than in either the previous three months or the cor- 
55 previous quarter, while net earnings per share rose responding period of 1948. Lower cost of materials 
278|! | to $3.97 against $2.15. With materials and parts sup- and the volume gain widened the pretax margin to 
5% |] | plies greatly increased and demand still in excess of 5.8%, with the result that per share earnings rose to 
2 capacity, Chrysler has been operating under very $3.50 compared with $2.06 in the first quarter of 
oone 1949. Later this year the (Please turn to page 551) 











favorable conditions. K. T. Keller, Chrysler’s presi- 
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1949 Midyear Re-appraisals 


of Values, Earnings and Dividend Forecasts 
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Prospects and Ratings for Steels, Non-Ferrous Metals, 
Machinery and Machine Tools, Specialty and Unclassified Stocks 


Part IV 


The we cross the half-year mark, we find general 
economic activity heading further downward with 
relatively few strong spots remaining in the business 
picture. In the months past, readjustment has pro- 
gressed a good deal with considerable acceleration in 
recent weeks, but the process obviously is far from 
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completed. Naturally, what will happen during the 
second half of the year is therefore a matter of con- 
siderable conjecture and concern. 


Some anticipate a further and protracted slump of 
sizeable proportions. Others feel that the bottom of 
the recession is coming into sight, that the business 
slide may come to a halt by year-end and reverse itself 
early in 1950. At this juncture, however, it would 
seem hazardous to attempt to set up any sort of a time 
table. We are still in the midst of transition and while 
there are a number of encouraging signs that for 
some industries the worst may be over, most tradi- 
tional signposts continue to point downhill with vary- 
ing force. Though in view of many cushioning factors 
there is good reason to believe that recession will 
hardly degenerate into depression, the most critical 
period is likely still ahead, with the prospect that 
things may get worse before they begin to improve. 

For business as well as the investor, the months 
ahead thus may bring further and serious tests. To 
assist our readers in arriving at sound investment 
decisions under changing conditions, The Magazine 
of Wall Street presents its 1949 Mid-Year Re-Ap- 
praisal Series with particular emphasis on the read- 
justment progress and outlook for leading industries, 
and the companies in these industries; the impact un 
them of price deflation and shrinking volume, what it 
will mean to profits and dividends, and potential 
future market action of their securities. 


The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 
1 — Upward; 2 — Steady; 3 — Downward. For ex- 
ample, Al denotes a stock of high grade investment 
quality with an upward earnings trend. 

Stocks marked with a W in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter X. Purchases should of course 
be timed with the trend and investment advice pre- 
sented in the A. T. Miller market analysis in every 
issue of this publication. 
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sively from good showings 
ra 4 for 1948. 

Steel demand that con- 
tracted sharply in the sec- 
ond quarter closely fol- 
NL a “ jowed the general indus- 

- : trial pattern marked by 
reluctance of buyers to 

ee place orders pending a 
a , clarification of price 
i trends and shifts in de- 
mand for end products. In 


= = . this process, the amazing 


pase: | stability of the automotive 
** industry carried heavy 
al: NY. /— weight in sustaining or- 
_--—. ders for steel at the level 
" established. Had it not 
been for this factor, the 
steel mills probably would 
have been forced to cur- 
tail operations more se- 
verely than has been the 
case in recent months. 
Under current conditions 
when the automobile man- 
ufacturers continue to set 
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By H. S. COFFIN 


f= of the steel industry in the first 
half year were of particular interest in that while 
production indubitably reached the postwar peak in 
the first quarter, the second quarter was marked by 
a decline that may prove to be the low for some time 
to come. More recently the weekly production rate 
has snapped back to 82.5% of capacity from a nadir 
of 61.2% in the space of hardly more than a month, 
but even so the rate is far below the level of around 
103 established earlier in the year. It has become 
clear that the industry has joined the ranks of many 
others now faced with readjustment problems. 
Despite these flurries, however, the nation’s steel 
mills produced a new high record 45,928,476 tons of 
raw steel in the first six months of 1949, about 
100,000 tons more than in the same period of 1948. 
During this period the industry’s average produc- 
tion rate was 96.3% of theoretical capacity. In con- 
trast, the average June rate was 82.2%¢ compared 
with 94% a year earlier and down 10.7 points below 
last May and 20.5 points under the record high 
March figure of 102.7%. Then output of 5.78 million 
tons of raw steel in July was the lowest since De- 
cember, 1946. While the comeback from the lowest 
weekly level ef 61.2% has lately offered encourage- 
ment, highly special reasons for this trend color the 
picture, and so many uncertainties are current that 
authoritative sources differ in opinion as to whether 
the present production rate will hold during the 
balance of the year or recede to around 75% or even 
65% in the final quarter. At best, a downtrend in 
volume and earnings is indicated for the steel indus- 
try as a group, though 1949 net of numerous well 
integrated or specialized units may not vary inci- 
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ments in that field remain insistent and par- 
tially offset lessened demand from other 
quarters. The consensus of opinion, though, 
points to a decline in automotive output later 
this year, thus suggesting that this sustain- 
ing influence on steel orders is likely to wane 
in the fall months. 

The threat of a steel strike partly accounts for the 
recent uptrend in demand, for not only the manu- 
facturers of automobiles but producers of other 
durables as well would be seriously affected if their 
inventories of raw materials became unduly de- 
pleted. Then over-cautious buying policies of a good 
many manufacturers of items such as home appli- 
ances, farm equipment and machinery have seem- 
ingly created a situation where inventory liquida- 
tion has been overdone and it has become imprac- 
tical to defer order placements longer in anticipation 
of lower price quotations. Where steel producers in 
every direction have been deluged with demands for 
reduced prices in recent months, this factor has 
diminished in force of late and many buyers are 
surprised to find that they may have to wait for six 
or eight weeks to receive deliveries. Meanwhile, 
steel prices have remained firm, except for adjust- 
ments in line with lower prices for some forms of 
metals used in plating and the elimination of pre- 
mium prices for virtually all steels. 


Answer to Wage Demands 


At this writing the steel concerns are about to 
present their case before the Presidential Fact Find- 
ing Board. While no employer is bound to follow 
the final recommendations of this board, the same 
holds true of the labor unions. Coming at a time of 
obviously declining demand for steel, this wage con- 
troversy has created widespread confusion through- 
out the industry, for it is impossible to anticipate 
what problems will arise. Last year the industry 
managed to earn about 6.7% on overall volume, but 
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Position of Leading Steel and Iron Companies ih 
gee 1948 First Half 1949. perie 
Net Sales Net NetPerNetSales Net NetPer Est. Net Recent Div. Invest. or W 
($ mil.) Margin Share ($ mil.) Margin Share Per Share Price 1948 Rating COMMENTS —Boomii 
° 9 Initial dividend of 40 cents per share pay. 

Acme Steel __.. $60.3 12.1% $3.68 $28.7 13.5% $1.21 $2.00 $20 $2.00 B3 anic' Seutsaaer 2 tones deckaed . are ( 
shares following 2 for | split up. Previous int 
quarterly rate equivalent to 50 cents. poin 

Allegheny Ludlum Steel 126.5 5.4 5.05 57.4 118 1.02 1.25 19 2.00 B3__In view of poor outlook for alloys and prob. eons 
ably smaller earnings, stability of the 50%. : 
cents quarterly dividend rate not well as. it vi 

See - a _ sured. — as he 

(ate £2) Ee nae =F i .\ ae 2.00 B2 Despite satisfactory first half and prospects 

Armco Steel __. 382.6 8.4 7.96 na 4.01 6.00 24 2.00b B2 + on gree Ge acess sane eae 1948 
earnings are likely to decline in medium 

Lh. aed ee ee term. 4 

Bethlehem Steel 1,312.6 69 9.36 714.0 8.4 ©6591 7.75 28 2.40  B2 Modernization and expansion of facilities) 

X should bear fruit in sustaining earnings at) On 
satisfactory level. 60 cents dividend quar. 
_ __terly should continue. ___fasteel 
a ~ - $94e. 550 19 1.25 C+2 Outlook for company's specialties suggests 
Byers, A. M.__. 29.2 a3 7.33 na 4.94e 5.50 19 1.25 Cr2 oad caeelaees chee diciek abuiaanial Gone Thus 
boom levels, but 25 cents quarterly divi-()]ine © 
| er iiraiccaiieess siete ee eet eee... 
ie Ce 99 9094 82a 407a 595 3 ~~ Old established maker of specialty steels |) . 
Carpenter Steel 22.4 6.9 4.32 20.9g 8.2g 4.77g 5.25 30 2.50 BI fackeg peabably toaner snes thee of lonanniains 
| The regular quarterly dividend of 50 cents iB 
| appears secure. i ing ¢ 
SS - nat 
| Colorado Fuel & Iron... 118.9 5.2 5.04 138.3c 7.3¢ © 8.4 15 1.25 C-+2 Reduced demand and lower prices for steel |) supp 
| likely to bring reduced profits in fiscal year}? |. 
ending in June, 1950. No change in 25 cents tight 
: _ = _____ quarterly dividend expected. a ‘costs 
| Continental Steel . 29.7 5.5 3.24 14.4 2.9 83 2.00 14 1.50 C+3 Declining demand for nails, roofing and if , 
| wire products adversely affecting earnings. |) or 4 
Dividends at last year's rate may not hold |) red 
OL Eis bier Se 6=—hsGsFséG (lk 
| Crucible Steel 130.8 2.8 4.15 65.1 3.0 239 2.00. 17 nil B—2 Leading maker of high speed and tool) prod 
| steels. Heavy overhead may narrow margins curr 
on lower sales. No near term dividend on] 
“EA Sa _ ee commoniprobablo. 

Follansbee Steel 367° 63) $29 ~ At «=a CLINE 2160 2 300 Bete eltes of 5 cont be Mees 
quarterly reflects caution over recent de- 
cline in volume and earnings. Outlook} than 

3 le oe I OV AUICM EERIE are ] 

Inland Steel _ 392.7 9.8 7.88 192.9 8.5 3.32 5.50 35 3.00 B2 Large steel maker in Chicago area with ° 

x important improvement program under way. fF @]rCU 
1949 net should compare well with last year 

because of first quarter gains. Dividends Al 

a a tr ic Naren aA aN eh ale sonnet Whe eb E _________should total at least $3 per share. str j 

Interlake lron 59.4 10.0 3.04 31.1 75 1.51 2.00 10 1.50 C+2 Largest merchant iron producer. Receding tio 
prices and increased competition indicate 10n 

some decline in sales and earnings, but Trur 

a ee ate itipecny ene Danlrssts Le oliret hisSeae cide We bet Ane Ses Os CED ___dividends for 1949 may total $1.50 per share. ae 

Jones & Laughlin Steel 446.1 7.0 12.01 218.9 6.9 5.55 8.00 25 2.00 B2 Earnings may decline from record height mit : 
but vast outlays for expansion and mod- cern 

ernization a constructive factor. Conserva- 
tthe re tive dividends amply covered by earnings. ence 

"PS FRE ST a : oe <a Coe ?.( ir : Specialists in wire products largely con- 

Keystone Steel & Wire 33.2 130 2.30 na na 2.00 12 1.00 862 small Ge Waukee. Gemecs tor tere eee Coun 

volume good and lower materials costs tions 

nS ae ae eee Aes should bolster earnings. Dividend secure. than 
National Steel 0. 436.5 9.2 16.35 230.6 i432 10.54 16.00 82 4.55 BI Favorable location and extensive improve- 

ments tend to stabilize operations. Current whet 
ear net should amply warrant payment of 

kas os __$3'per'share dividends. i SUM 

Republic Steel. 766.4 §=6.1 7.61 400.3 6.4 418 850 20 2.25b Bl Coming months may bring some dip in|} rath 
sales and profits but improved manufactur- 

ing processes brighten longer term poten- tors 

tials. Extras should supplement 25 cents fron 

Cis SaL eee ex. J ' : ee eee ee ee eee quarterly dividends. _ 

Sharon Steel 185 7.8 14.96 56.7 6.1 5.55 8.00 23 2.50 C+3 Trade position strengthened in recent years. |} Near 
Improved facilities benefit operations. 1949 freis 

cbt a Os Oe Ge Si eet ore 2 ee dividends likely to remain. unchanged. __ 

Sloss-Sheffield Steel & Iron 25.6 10.4 5.35 na 2.79 4.00 20 1.70 C+2 Second half year net likely to shrink but/f MON 

quarterly dividends have been declared for expe 

+ Ee ae te full 1949 year. Ample coverage indicated. 
Superior Steel . 18.8 5.2 3.44 8.9 def.1.02 def. 10 1.25 C-+3 Producer of stainless, alloy and corbon|} burg 
strip. Sharp drop in first half earnings to cally 
deficit may foreshadow less liberal divi- . 
se _ _|} lar 1 

TE a= lS" a ee | es ee oe 7 mae Sars Dominant maker of cast iron pipe wi'h 
“3 Pipe & Foundry 455 12.4 8.14 23.6 12.0 4.07 8.00 44 2.80 82 a: aaa ta actioned aa ee 
in public construction. No change in liberal tran 
______dividend policies probable. Il edict 

Tk i 4720 52 319 72 22 “sao 92 Operating profits may decline in coming 
ay Steel 2,473.0 5.2 4.00 1,311.9 72 3.12 5.00 23 1.66 Bl auanara, Wor Dicer anlicliine aad col thou 

improvements in facilities should be stabi- 
ince GTS Geers pee lizing influences. Dividend seems well secure. over 
Wheeling Steel 155.0 9.7 23.24 78.9 7.8 9.18 17.00 36 82.25 B2 Increased integration and strong trade unti 
X status should help ‘to sustain high level hi h 
profits in 1949. Indicated quarterly divi- 1g 

oes = es dends of $I per share,should prove stable. 

Woodward Iron 23.7 219 7.36 U7 235 3.90 6.00 25 3.00 B2 Second largest merchant iron producer. Out- 

look suggests a dip in earnings but 1949 

dividends should total about $3 per share. 

Youngstown Sheet & Tube 378.0 9.4 21.32 200.1 10.5 12.56 20.00 64 5.00 BI Recent record sales of sheets, pipes and tin 
° A 

Xx late may not be soon equalled but earn-| 
ings should continue to cover recently in-| unee 

creased $1.25 quarterly dividend by wide | 
margin. lif pess 
na—Not available. e—Nine months to June 30. - stee 
b—Plus stock. f—Four months to April 30. tual 
c—Year ended June 30. g—Nine months to March 30. | tem 
that 
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cludes hopes that 1949 results will match this ex- 
perience. Should either serious work interruptions 
or wage boosts in some form pinch margins in 
coming months, many concerns in the steel industry 
are certain to face trouble with their break-even 
points, for competition on an increasing scale and 
consumer resistance to increased prices will make 
it virtually impractical to adjust quotations upward 
as heretofore. 

















Steel Prices Likely to Hold Firm 

On the other hand, there is little to suggest that 
Hsteel prices will tend to soften in near term months. 
Thus far the industry has succeeded in holding the 
line well and, as we have pointed out, buyers evi- 
Ndently have become convinced that no lower quota- 
i tions are in immediate prospect. Further strengthen- 
ing of scrap prices in recent weeks to $20 per ton 
I supports a premise that the supply situation may be 
tighter than recently assumed or that materials 
‘costs in general may have passed their low mark 
i for some time to come. But it is yet too early to 
' predict the course of scrap prices if the rate of steel 
‘production recedes later in the year to below the 
current level, as many steel managements anticipate. 
The course of steel prices will hinge more upon the 
pressure to sustain volume at satisfactory levels 
than upon operating costs, however, so that margins 
are likely to narrow in the medium term under any 
circumstances. 

Another disturbing uncertainty in the steel indus- 
try is what Congress may decide to do as to restora- 
tion of the basing point price system. If President 
Truman signs a prospective new bill that will per- 
mit freight absorption again by the larger steel con- 
cerns, one of the most acute problems ever experi- 
enced by the industry will be resolved. The Supreme 
Court decision in April, 1948 that enforced quota- 
tions on an f.o.b. mill basis proved more beneficial 
than otherwise to company earnings in a period 
when steel supply fell short of demand and con- 
sumer industries leaned heavily on prompt deliveries 
rather than price. But now that demand-supply fac- 
tors have become well balanced, customers remote 
from the mills naturally will buy from sources 
nearest at hand in order to benefit from lower 
freight costs .In some areas this would give virtual 
monopoly to favorably located steel plants at the 
expense of huge enterprises concentrated in Pitts- 
burgh, Youngstown, Chicago and Cleveland, radi- 
cally unsetting former competitive factors. In simi- 
lar fashion, the immense amounts of raw materials 
essential in the steel industry would involve heavy 
transportation costs if the present Supreme Court 
edict remains in force. Fortunately, it looks as 
though Congress will enact a satisfactory law to 
overcome current handicaps we have mentioned, but 
until final action is taken the steel industry is left 
high in the air. 


Steel’s Competitive Status Strong 


All considered, it is not surprising that current 
uncertainties have combined to stir up considerable 
pessimism over the medium term outlook for the 
steel industry, but allowance must be made for fac- 
tual evidence that should count more strongly than 
temporary factors. There is slim ground to suppose 
that the position of steel as the leading structural 
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the prospect of even moderately reduced sales pre- 


material has been seriously endangered by increased 
competition from non-ferrous metals or plastics as 
so widely suggested in early postwar years. Lower 
production costs and availability in more than 
100,000 different combinations, shapes and sizes has 
accorded to steel an impregnable competitive status 
that assures long term growth in our expanding 
economy. 

Strong evidence of confidence in the ranks of 
leading steel concerns over future operations is 
shown by the industry’s vast expansion and mod- 
ernization program in postwar and indications that 
by 1952 domestic steel-making capacity may reach 
almost 100 million tons. As of January 1, 1949, 
capacity had already been expanded to 96.1 million 
tons and new construction scheduled for the current 
year will push the total up to above 98 million tons. 
Only recently Armco Steel Corporation and Lone 
Star Steel Company have announced new projects 
that by 1951 should expand total capacity of the 
industry to 99.5 million tons. It seems hardly likely 
that so many other experienced steel concerns, such 
as U.S. Steel, Bethlehem, National Steel, and a long 
list of others would have expended immense sums 
for enlarged capacity unless they were pretty cer- 
tain of continued high-level activity in their field. 
There is strong support for surmizing that while 
demand for steel by the automotive industry may 
recede somewhat, it will remain very substantial by 
any previous standards, vast projects remain to be 
completed by the public utilities, housing com- 
missions and public works authorities, quite aside 
from the normal activities of television, container, 
machinery, private construction and appliance 
industries. 


Modernization Cuts Costs 


More important than enlarged capacity in the 
near term will be the element of cost saving 
achieved by many large producers of steel through 
large sums spent for modernization of their facili- 
ties, As yet few of the large concerns have had an 
opportunity to learn by experience how substan- 
tially operating costs can be cut by these improve- 
ments during a period of declining volume, but the 
outlays are bound to bring bountiful rewards to 
many farsighted concerns. National Steel, for ex- 
ample, has already established without much doubt 
that production can be increased by as much as 
20% by the use of oxygen. Republic Steel, too, has 
demonstrated that pressurized smelting (top pres- 
sure )has increased the working capacity of its blast 
“furnaces by about 20%, while incidentally reducing 
coke consumption by a comparable percentage. In 
a similar manner many of the large steel concerns 
have duplexed their Bessemer converters with elec- 
tric furnaces to increase production by 30% and to 
reduce consumption of electricity by as much as 
50%. These are only a few of many postwar strides 
taken by the industry to reduce costs, and such con- 
cerns as have been alert to benefit from technologi- 
cal improvements will have an advantage over some 
of their competitors now that the seller’s market 
has vanished. 

During the readjustment period now under way 
the integrated companies are likely to fare better 
than producers of alloy and light steels or of mer- 
chant iron. Producers of commercial pig iron have 
been handicapped pricewise by a sharp drop of 
about $20 per ton in (Please turn to page 551) 
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By GEORGE L. MERTON 


W sn few exceptions, profits in the non- 
ferrous metal industry for 1949 will show 
a considerable contraction from the excel- 
lent 1948 level, largely because of precipi- 
tate price declines in copper, lead and zinc 
following the high marks established early 
in the first quarter. Nonetheless, the im- 
pressive revival of demand for base metals 
which began to gather real momentum early 
in July, since paced by a recovery of $0.0314 
a pound in lead, from a low of $0.12, has 
greatly brightened the entire picture. This 
augurs well for a year in which profits of 
principal producers again will show com- 
fortable coverage for dividends. 

Although rather certain that dividend 
distributions this year, on the aggregate, 
will not equal 1948 payments, this will be 
occasioned primarily by omissions on the 
part of a handful of high-cost producers and by pos- 
sible tightening of purse-strings by such dominant 
factors as Kennecott, Phelps Dodge and Anaconda, 
which have been unusually liberal in passing along 
extras. 

However, both as related to prevailing market lev- 
els and to earnings thus far reported for 1949, as 
well as the probable near term trend, dividends will 
still be of such scope as to warrant much reason for 
at least moderate constructive enthusiasm. 

Further, with deficit financing by the Government 
once more virtually certain and with the prospect 
that the now prevalent deflationary elements in the 
economic situation may once again be replaced by 
inflationary aspects, it would seem to behoove all in- 
vestors to create a little additional in the way of 
hedge-protection in portfolios via non-ferrous metals 
of the better grade. Representative issues of this 
category are included in the statistical tabulation 
which accompanies this dis- 
cussion. 


Price Trends in Review 


In order to understand 
fully the present market sit- 
uation in non-ferrous metal 
equities it is essential to re- 
view developments leading 
up to the numerous price 
changes that have taken 
place in the industry. 

Briefly, industry profits 
were high in the initial three 
months of 1949 (record 
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earnings were reported by many corporations) be- 
cause of the substantial price advances established in 
late 1948 and held almost inviolate during January, 
February and part of March, 1949. 

On an average basis, over the latter period, copper 
changed hands at the historical peak of $0.235 a 
pound, lead sold at $0.215 and zinc at $0.175. Mis- 
cellaneous non-ferrous metals, including aluminum, 
which was priced at $0.17, were aslo in firm demand 
and this special group was less sensitive to market 
fluctuations in the subsequent downtrend, which was 
concentrated in the three major base metals. 

The deflation in the industry struck the sharpest, 
initial blow against lead prices which declined 
$0.035 a pound to $0.18 before the end of March, and 
then tumbled to a further low of $0.12 by about mid- 
June. Meanwhile, zinc quotations slumped all the 
way to $0.09 a pound, while copper slid to $0.16 be- 
fore meeting effective support. 

While this change in the 
complexion of the base metal 
market counted up to as 
much as a 45% deprecia- 
tion, nevertheless by com- 
parison with other years, 
the new level remained well 
above the average. For ex- 
ample, in the period from 
September, 1940, to early 
June, 1946, copper had a 
ceiling of $0.12 a pound, 
with $0.143% fixed as the of- 
ficial price from then until 
final decontrol in Novem- 
ber, 1947. Prior to that’ pe- 
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Financial Data on Non-Ferrous Metal Stocks 








First Half 1949-—— 








Bee ee 
| Alum. Co. of Am. 
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U.S. Seal, 


Smelt. 


Anaconda Copper. 
WwW 


Cerro de Pasco 


250.8 
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Ye hoe 
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| Eagle-Picher 


[Howe Sound 


| Hudson Bay Min. 
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Miami Copper 


| New Jersey Zine 
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22.1 
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| a—3 months to March 31. 
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12.6 


5.1 
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na 
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10.7 
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1949 
Net Sales Net Net Per Net Sales Net Net Per Est. NetRecent Div. 
($ mil.) _Margin Share ($mil.) Margin Share Per ‘Share Price 1948 
$79.2 50.4% $7.66 na na na $52 $2.00 
2793. «20 427 ~~ na na —«4.92—St«—«4«s«sa27?Ss«2.00 


Div. Invest. 
Yield Rating 
3.8%, B 
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COMMENTS 


Despite indicated lower pr ofits for 
1949, wide coverage of the $2 an-| 
nual dividend is likely. Company’s | 
dominance of the industry continues | 


_assured. 


BR? Operating both 


as an investing 


company, as well as custom smelter, | 
with dividend income an important | 
factor, the corporation should main- | 
tain a liberal dividend policy. Ex- 


tras will continue. 
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91 «186 
6.16 na 
3.32 9.6a 
1043.9 
4.58 32.6 
6.16 10.3 
5.71 na 
3.87 na 
2.55 55.6a 
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Earnings trend is now downward. 





However, company’s trade status re- 
mains strong and extras again may 
supplement the $0.75 quarterly divi- 
dend. 


“ea 


Dividend position uncertain, but re- 


covery in zinc market may enable 
company to show modest profits for 
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1949 


Because of recent slump in copper 


prices, 


1949 earnings probably will 


not equal the $6.16 per share shown 
in 1948. However, the $0.75 quarterly 
dividend is reasonably secure. 


B Continues to show satisfactory earn- 
ing power. Company will be aided 
by relaxation of Peruvian currency 


10.0 BB 


9.5 


5.3 B2 


12.2 C2 


regulations. 


Dividend secure. 


As the dominant world producer of 


molybdenum, 


profits 


should con- 


tinue to provide fair coverage for 
the $0. 30 quarterly dividend. 


C+2 Sharp rebound in zinc and lead 


prices may permit maintenance ot 
present liberal dividend. 


Diversified mining 


present firmer 


and 
base 


interests 


markets for 


metals give good protection to the 
$0.50 quarterly dividend. 


Strongly 
property. 


- entrenched 


Liberal 


Canadian 


dividends (at 


least $1 quarterly) should continue. 


and demand 


ducers, 


6.9 B2 


all 


10.2. B 


C43 More sensitive to declining prices 
than 
company may experience 
difficulty maintaining present, 
eral dividends. 


low-cost pro- 


lib- 


Per share earnings off to $0.53 in 
June quarter. However, basic, over- 


position 


remains 


strong and 


$1.60 regular dividend seems se- 
cure, with year-end extra still pos- 
_sible. } 


Although 1949 profits will not equal 


the $8.67 a share of 1948, this lead- 


ing, 


low-cost 


producer 


will con- | 


tinue to cover the $0.75 quarterly 
dividend by a good margin. May 


8.3 


_also consider an extra. 


C43 Because of steadily mounting costs, 


price uncertainty and capital re- 


quirements, 
has been necessary. 


C+ 


dividend 


curtailment 


High cost of production and re- 
stricted ore position will keep 1949 
dividends under the $1.75 distributed 


_last year. 


Continues in strong operating and 


earnings position through low costs 


and investment interests. 


An extra, 


in addition to the $3 regular annual 


_ payment, 


Despite price declines 
quarter, 


is possible. 


in second | 


1949 earnings outlook is 


good and the $1 quarterly dividend 
remains secure. 
and low costs are favorable factors. | 


Growth prospects 


Improving price conditions in base 


metal markets should be reflected | 
in upward revision of the quarterly | 





dividend, _recently reduced to $0.25. 
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nadium properties 
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riod copper had moved over a wide range of $0.054% 
to $0.24 a pound, the market undergoing numerous 
trend changes in accordance with demand and supply 
factors, costs of production and the development of 
important foreign propreties. : 

Lead, under the OPA, had been stabilized at $0.065 
a pound and held there until the lapse of controls 
after the last World War, while in the era after 
World War I, fluctuations ranged all the way from a 
low of less than $0.03 a pound to a high of about 
$0.1014. Disregarding premium payments, as has 
been done in this reference to copper and lead prices, 
zine was placed on a ceiling of $0.0914 in the period 
of war shortages compared with a low of less than 
$0.05 a pound in the years, 1935 to 1940. 


Factors Responsible for Declines 


Broadly speaking, the decline in the non-ferrous 
metal market which started in early March with the 
break in lead, came as the climax of an exceptionally 
strong statistical position created by an accumula- 
tion of supply shortages. As already explained, price 
peaks had been established all along the line after 
the war so that quotations skyrocketed by as much as 
four times the pre-war average. 

Thus, when it became apparent that shortages 
were over and that industrial activity was tapering 
off, battery manufacturers, the main source of de- 
mand for lead, restricted buying. Added to this was 
the influx of heavy imports of foreign lead, together 
with greater supplies of scrap and a mine output of 
105,763 tons for the first quarter of 1949, more than 
4% larger than the preceding year. Sellers in the 
jead market were caught unawares and forced to cut 
prices to hold business. 

As precedent has often demonstrated, there is a 
peculiar sensitivity to base metals which transmits 
itself quickly from one group to the other. Thus, 
with the fear of industrial curtailment accentuated 
by cutbacks in orders from fabricators and brass 
mills and by general caution on the part of impor- 
tant users, zinc and copper soon joined the price re- 
treat. This, despite the rather well-founded belief, 
that unlike the situation in lead, a relatively good 
balance existed in the supply and demand factor for 
both copper and zinc. 


Metal Buying Revives 


The upward price adjustment in non-ferrous met- 
als, particularly lead, was almost as abrupt as the 
1949 decline. 

With renewed and important demand emanating 
once more from the electric storage battery industry 
and reported large tonnages being absorbed for the 
permanent Government stockpile, custom smelters 
marked lead up to $0.1514 a pound in the second 
week of August. Less spectacular was the perform- 
ance of zinc and copper. However, in little more than 
a month zinc has come up from its $0.09 low to $0.10 
where demand is good, while copper has been well 
supported at $0.175g a pound, with strong indica- 
tions that if buying continues at the present rate, or 
expands, higher prices for the red metal must follow. 

Zinc is benefitting from an improving statistical 
position since shipments to domestic consumers and 
for export by United States smelters in July were 
72,080 tons compared with 66,900 in June. This was 
the highest monthly level since last January. Zinc 
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production increased very slightly in July—to 74,569 — 
tons from 73,989 in June, while unfilled orders at the E 
end of the month were 53,423 tons against 42,705 at a 
the close of June. i 
With respect to lead, June imports reached a new } 
high, but this was largely due to efforts by foreign | 
producers to ship metal to -the United States before 
the expiration, on June 30, of the suspension of the 
$0.01-1/16-a-pound duty. On the other hand, the 
market situation in lead has improved consistently, 
and as of a recent date, some producers were accept- 
ing only limited orders for current delivery. 






Ss 


Situation in Copper Market 


While copper has recovered much less from the 
low point than other base metals, and current indus- 
try statistics are far from impressive, nevertheless 
there are definite signs, beneath the surface, that the 
present market level will soon have to be lifted under 
the impetus of U. S. Government stockpile buying 
and efforts of industrial consumers to build up in- 
ventories which had been permitted to drop too low 
when a buyers’ strike appeared in evidence in the 
second quarter. 

Since investment interests in the non-ferrous met- 
als are perhaps more importantly centered in the 
coppers than elsewhere, developments affecting the to 
metal are of special significance. 

Latest statistics released in the trade show that lab 
refined copper stocks on July 31, 1949 were 212,817 
short tons, up 45,892 tons from the end of the previ- 
ous month and a total gain of 144,367 tons in the last 
four months. Meantime, July output fell to 56,630 10 
tons as domestic producers curtailed, the daily aver- 
age figure of 1,827 tons comparing with 2,159 daily inc 
in the first seven months of 1949, 2,323 tons a day in in 
1948, 2,387 in 1941 and daily output of 1,695 tons in ha 


1946. in 

However, there is much more optimism in the ine 
trade as to the future. Recently, an official of the tir 
American Smelting & Refining Co., brought out at St 
Washington hearings in connection with restoration ro 


of a $0.02-a-pound duty, that stockpile buying of ch 
copper is running at the rate of about 150,000 tons 


a year. an 
mi 

Orders Could Exceed U. S. Output Ps 

In opposing reimposition of the tariff, the argu- ” 
ment was set forth that under conditions of full em- ph 
ployment, United States copper consumption should de 
total approximately 1,250,000 tons annually. Against re 
this potential demand domestic production was esti- = 


mated at 850,000 tons a year, plus 120,000 recovered 
from scrap, or a deficit of 280,000 tons which would pa 


have to be made up through imports. - 
Another industry spokesman has predicted that ™ 
domestic copper consumption would soon be running - 


30,000 to 40,000 tons a month more than the output Sa 
from home mines. This same individual; who also T 
opposed re-establishment of a copper tax on the the- , 


ory that it might well precipitate a serious situation = 
for consumers, said further that by September, do- B 
mestic consumption of refined copper would be close 
to 100,000 tons monthly, without allowing for re- t 
quirements of the Government stockpile. To meet tf 
this, he estimated, was an indicated September do- te 
mestic production level of only about 62,000 tons. , 
Further, he pointed out (Please turn to page 554) - 
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1 the  * machinery industry pray ta 
mously by World War II—first through tool- 
met- ing the airplane and allied war industries, 
| the and in the post-war period by factory reconversion 
y the to production of automobiles, tractors, etc. It may 
, now benefit by a third trend—the accelerated use of 
that labor-saving devices to replace high-priced labor, but 
817 thus far this hasn’t helped much to offset effects of 
revi- declining business. 
last An index of machinery sales for 1924-29 averaged 
630 101; in 1930-34 66; in 1935-39 100; in 1940-45 320, 
ver- and in 1946-48 264. During the first half of 1949 the 
laily index showed a continued downward trend from 277 
ly in in December to 226 in June, the average for the first 
is in half being 247. The June figure compared with 277 
in the previous year, a dip of 18%. Obviously the 
the industry is in a temporary downtrend, but the con- 
the tinued upward trend of wages—with Ford and U.S. 
it at Steel in key positions with respect to the “fourth 
tion round’”’—emphasizes the need for labor-saving ma- 
x of chinery, to check labor’s demands. 
tons The enormous mass production of airplanes, tanks 
and other accessories of mechanized warfare was 
made possible by the machinery and machine tool 
industries. These advances are now being applied to 
the production of civilian goods with bersiga that 
as much of our old machinery is now obsolete. More- 
pi over, the war opened up new fields for labor-saving 
ould devices, such as machines for the handling and stack- 
inst ing - ai in warehouses and on docks and load- 
. ing platforms. nee 
= The position of the heavy machinery companies is 
ould probably the best of any group, because roadbuilding 
and similar heavy construction continue active. Mu- 
that a. Sr peg easy - - bonds, and ~~ J pan 
. is planning a big superhighway project. Non-road 
vo — - se Fyieing dams Ree! the ar 
3asin project a o the current volume of work. 
a Ege he on to > a pretty good oa os = 
. ig construction and conveying machines made by 
— Blaw-Knox, Bucyrus-Erie, Caterpillar Tractor, Chain 
oth Belt, Ingersoll-Rand, Le Tourneau and Link Belt, 
oa A great deal has been accomplished to modernize 
neet the road-building industry, with the idea of replacing 
ns, unskilled labor. Even wheel-barrows have been mo- 
oe torized to permit one man to do three to six times as 
5 4) much work. Huge cement machines now, permit one 
AUGUST 27, 1949 
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man to do the work of five. The ma- 
chine utilizes bulk cement doing away 
with cement bags, pulverizes and 
mixes cement and earth, adds the correct amount 0.1 
water, and spreads the product on the roadway. 
Blaw-Knox has a machine that smooths a new road- 
bed by vibration—2000 times a minute. Le Tourneau 
has an earth tractor which will load a scraper at the 
rate of a ton a second; it has 750 horsepower. Inter- 
national Harvester has another monster weighing 19 
tons and Caterpillar is also making powerful models. 
Universal Engineering has a 52 ton rock crusher 
which rolls on 20 pneumatic tires; it will crush over 
100 tons of stone an hour. A roller compacting loose 
soil weighs 200 tons—each tire weighs a ton! Even 
bull-dozers are getting more powerful; one now will 
clean out trees up to ten inches in diameter. 


Cost Savings 


With the cost of common labor getting close to the 
$1 an hour level compared with 38c¢ in 1929, obvi- 
ously labor-saving machinery in this industry is get- 
ting a big play. And since there is a great deal of 
deferred road maintenance and road building still to 
be done, this branch of the machine industry seems 
to have a relatively favorable outlook. The best lines 
appear to be heavy “crawler” tractors, power grad- 
ers, cranes and big power shovels. The industry’s 
sales last year were estimated at a billion—three 
times the prewar average—but this year’s sales may 
naturally dip somewhat from this high level. 

Another important segment of the machinery in- 
dustry are the power-generating equipment, made by 
such companies as Babcock & Wilcox, Combustion 
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Blaw-Knox ._. 
X 

Bliss, E,W. 

Bucyrus-Erie _.. 

Buffalo Forge 1 


Bullard 


Evans Product 
Ex-Cell-O 
xX 


Food Mach. 
& Chem. 


Foster Wheeler 


Greenfield Tap 


& Die 


Ingersoll Rand 
WwW 


Joy Mfg. 
xX 

Link Belt... 
X 

Mesta Machine 


Monarch Mach. 


Tool 





Babcock & Wilcox 


Caterpillar Tractor. 
X 


Chi. Pneumatic Tool 


Fairbanks Morse _ 


Net Sales 
($ mil.) 


Am. Mach. & Fdry. $25.0 


“149.5 


19.0 


= 89 


218.0 


318 


18.8 


24.2 — 


98.7 


“aes 


76.4 


10.7 


17.0 


106.0 


33.6 


8.0 


na—Not available. 
b—5 months to May 31. 
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10.3 


14.7 


Statistical Data on Leading Machinery Stocks 


-1948 
Net 
_ Margin 


6.9% 


Share 





$1.38 


74 15.63 


6 6c 


W2- 


5.0 ~— ‘1.58 


6303.66 


THI 


def. .38 


6.27 


6.57. 





5.8 9.59 


67 2.34 


4.6 11.95 


a a 


5.09 


 14.37— 


8.0 «3.05 


—First Half 1949 — 
Net Net Per Est. Net Recent 
Margin Share Per Share Price 


Net Per Net Sales 
($ mil.) 


$9.2 


84.9 


35.5 


1.6 


W758. 


10.5 


2.1¢ 


128.0 


7.6 


“15.6 


43.2 


36.3b 


41.5 


45 


30.1 


AAC 


24.le 


na 


ce 


Ie 


7.Je- 


N87 


“B.6c 





3.7% $.18 


1.38 


won| 
bil 


‘1.22e 
11.0 3.56 
na na. 
12.8e  2.29e 
def. .56 
4.36 


11.8 


3.9 2.71 


1.05b 


42 5.87 


5:9 61 


2.46 


- 4.44c 


8.5e 


na na 


| a ee 


2.49¢ 


1949 


Div. 
1948 


~ $.50 


7.50 


6.00 


2.25 


11.75, 


8.00 


8.00 


“4.50 


3.00 


c—9% months to June 30. 
e—3 months to March 31. 


$13 $.80 


53 5.00 


“1300:«425 


10 1.00 


45 2.60 


352.50 


24 ~—«*1-.50 


25 ~—«*1.00 


34 ~—«3.40 


56 5.50 


24 ~~ (2.00 


6.1% 


10.0 


9.8 


Div. 
Yield 


9.4 


9.6 


10.0 


9.4. 


12.4 


3.6 


5.8 


7.2 


6.3 


4.0 


10.0 


8.0 


10.0 


—_ 


f—9 months to April 30. 
g—? months to March 31. 


: "E35 Favored by huge order “backlog.| 


C42 
~ C+2 
C+3 


7 Aj This leading company maintains ex-| 


-C#2 


Invest. 


Rating SUMMARY 

C+ 3 Current earnings affected by strike 
and lower profit margins; auiomatic; 
pin-setter still delayed. Strong fi- 
nancial position may permit con-| 
tinuance 80c rate. 

ey “Large earnings of 1947-48 should be| 
be fairly well sustained and $4 divi- 








dend plus year-end extra well pro-| 
tected. Company aggressive in re-| 
search. | 

Earnings should be well-maintained 

and conservative $1 dividend may 

be supplemented by year-end extra. 
ary Financial position improved, order} 
backlog fairly large but earnings 
may drop sharply from last year’s) 
$3.34. $1 dividend may continue. 

C42 ‘Largest maker of excavating ma- 
pogo While order backlog down 
18% at year-end, expected to have 
good year. 40c quarterly dividend 
should continue. 

C+2 First half profits off moderately. 
Generous 1948 extras unlikely this 
year, but regular 45c quarterly pay- 
ment should continue. 

wee: “Sharp fluctuations in earnings and 
dividends, plus big inventory, make 
stock difficult to appraise, but auto- 
motive activity should sustain earn- 
ings this year. 

B! This important leader in tractor in- 
dustry expected to maintain earn 
ings at good level this year. Con- 
servative $3 dividend should con- 
tinue. 

C+3 “With order backlog lower, earnings 
may contract from 1948 record 
$11.21. However, with strong cash 
position, 50¢ quarterly dividend 
seems well protected. 

ay oe "Deficit last year after good earn- 
ings 1945-47. With poor cash posi- 
tion March 31, and continued first 
quarter deficit, dividend resump- 
tion unlikely. | 

BI With earnings continuing excellent 

through May, outlook for this pro- 

gressive company appears favor- 
able. $2.60 dividend should be 
maintained. | 

While 1949 earnings may decline 

substantially, 1948 cash position was 

strong, and $2.50 dividend rate is 
conservative in relation to earnings. 

With acquisition of Westvaco, com- 

pany continued aggressive expan- 

sion. First quarter earnings down 
sharply on increased shares, but 

25 quarterly rate appears safe. 

Highly erratic earnings record. First 

half earnings $5.87 vs. $4.40, but $1 

dividend rate unlikely increase until 
bank loan reduced or funded. 

Lower first quarter earnings raises 

some doubt about maintenance 

$1.20 dividend rate. However, cash, 
positon strong at year- -end. 

ceptionally strong financial posi-| 
tion. March quarter earnings ap- 
proximated last year. Continuance 
new $I quarterly rate seems assured. | 

Due trend toward coal mechaniza-! 

tion, company enjoyed phenomenal 

expansion. Earnings up sharnly in) 

1947-48 but recession now likely. | 

"B3 Continuance of 80¢ dividend likely. 
This producer enjoyed good earn- 
ings in post- -war period, but down-| | 
trend started in first quarter. With} 
strong cash position, conservative] 
$4 rate should be maintained. | 

C+2. With heavy industries’ expansion in| 
downtrend, earnings may recede} 
as big order backlog declines.) 
Cash position sound, $3.50 sali 
may be maintained. 


“C+2 Relatively small lathe Ff are 
stable earnings and 


with fairly 
strong cash position. Paid divi- 
dends since 1913. First half earn- 


ings favorable. 
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Engineering, Cooper-Bessmer, Dresser, Fairbanks 
Morse, Foster-Wheeler, Ingersoll Rand and Worth- 
ington Pump. With the huge utility construction pro- 
gram underway there is a continued big demand for 
power plant accessories of all kinds. 


Diesel Engines : 


Makers of diesel engines (Caterpillar, Fairbanks 
Morse, Waukeshau, and Hercules Motors) have im- 
proved their fuel injection systems and other parts, 
and the industry is continuing the phenomenal 
growth it has enjoyed since 1918—probably the most 
rapid of any section of the machinery industry. Thus 
last year’s diesel production was estimated at over 
15,000,000 H.P. compared with about 4,000,000 in 
1940, 460,000 in 1929 and 140,000 in 1918. Small 
electric generating sets can now produce electric 
power at an operating cost of around three-quarters 
of a cent per KWH; hence their increased use as 
standby equipment for hospitals, or as power plants 
for isolated hotels and other buildings. The use of 
diesels for locomotives, heavy-duty buses and trucks 
is also gaining. 

Mining, well-drilling and pumping machines are 
made by Ingersoll Rand (leader in the group), Joy 
Mfg., Bucyrus, Chain Belt, Chicago Pneumatic Tool, 
Cooper Bessmer, Dresser, Fairbanks Morse, Foster 
Wheeler and Worthington Pump. This group is some- 
what more cyclical than other divisions of the indus- 
try. They are affected not only by changes incident to 
the heavy industry group, but also by the changing 
demand for metals. Mining activity in 1949 has 
proved disappointing, with the sharp decline in metal 
prices reflected in decreased activities, and the clos- 
ing down of many low-grade mines operated during 
the war. However, as with the road-building indus- 


try, the hign cost of common labor has caused a 
trend toward greater mechanization, particularly in 
the coal industry. With bituminous coal now on a 
3-day week, the industry may be a little slower in 
future to order some of the marvelous new machines 
developed recently. 

Joy Manufacturing’s huge “continuous miner” has 
been in experimental operation for some time; Joy is 
said to have a good backlog of orders for its $48,000 
machine. With labor costs about 60°¢ of total coal 
costs, it seems obvious that use of such new machines 
should cut costs sharply, when owners are able to 
install them. John Lewis’ ideas on the subject are not 
yet known. 


Improvement Plans 


The steel companies find it hard to do modernizing 
work when they are operating at 90-100 —which 
they have been doing for some years until recently. 
Now that activity has declined somewhat, these com- 
panies should be ready to go ahead with a plant re- 
placement and improvement program (as distinct 
from the construction of new capacity, probably 
largely completed). At least two companies have in- 
dicated their intention to do this. Mesta and United 
Engineering, which between them pretty well monop- 
olize the steel construction industry, both expect to 
maintain operations at a pretty good level through- 
out 1949, with foreign business supplementing do- 
mestic. 

Blaw-Knox in March this year was continuing to 
receive good orders from the chemical, food and 
allied industries for modernization, rather than for 
expansion projects; orders at the end of 1948 were 
nearly $10 million longer (Please turn to page 555) 








| 1948 —First Half 1949 ssi 
NectSales Net NetPer Net Sales Net Net Per 


{$ mil.) Margin Share ($ mil.) 
\National Acme 14.7. 10.3 3.01 na na 1.22 








\Niles-Bement-Pond 22.3 5.5 1.55 na na na 


Starret, L. S$... 8.3 12.8 7.29 5.79 na m4 


poe Eng.& Fdry. 525 9.6 6.08 


16.8e na ‘na 
'U. S. Hoffman 18.1 2.0 89 7.4 def.1.10 
| Machinery . 


Van Norman - 13.3 4.1 1.49 na na 33 


\Waukesha Motor 26.1 765 3.94 ~=—«*18.7F 5.8 


| 
| 
Worthington Pump 92.0 59 5.17 +%na na 247 
& Mach. X 


na—Not available. 
b—5 months to May 31. 
c—9 months to June 30. 








| Seuabestcad Data on ileaiaee Machinery Stoc oe (Cont'd) 


Margin Share Per Share Price 1948 


1.82 


1949 
Est. Net Recent Div. Div. 
Yield 


3.00 21 2.00 9.5 


| 
Invest. 
Rating COMMENTS | 


C+2 First half earnings well maintained. | 
With very strong financial position, | 
$2. dividend rate will probably 
continue for present. | 

6.6 C+3 !mportant machine-tool producer| 
with irregular record. No interim 
reports, but 1949 earnings likely. 
15¢ quarterly dividend should con- 
tinue. 

C+3 Medium-sized producer of precision 
tools with good record and sound 
financial position. Dividend recently! 
__cut from 75¢ to 50¢ quarterly. 

B2 ~ UEF and Mesta biggest producers! 
steel mill equipment. Backlog) 
still large. With heavy cash, $3) 
rate plus extra probable. | 

C+ 3 Earnings record highly irregular, 

and first half in red $1.10. With! 

cash only fair, near-term dividend) 
resumption unlikely. 

Specialized machine-tool producer,| 

with fairly good record though) 

earnings in downtrend since 1946.) 

$1 dividend seems fairly assured. | 

B—2 Medium-sized engine maker with! 

good post-war earnings, but now 

on downgrade. $1 dividend should! 
continue, but year-end extra less! 
assured. 

Leading pump producer with im im-| 

proved position in recent years and) 

first half earnings well-maintained.| 

Moderate $1 dividend should con-; 

tinue. 


1.00 9 .60 


5.00 30 3.00 10.0 
6.00 38 3.45 9.6 


def. 8 nil 


2.50 is “25 46 


5.00 14 125 89 ~~ B2 


—| 
e—3 months to March 31. 
f—9 months to April 30. 
g—? months to March 31. | 
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Financial Survey of Specialty and Unclassified Stocks 














1948 


Net Sales Net 
($ mil.) Margin 


Net Per Net Sales 
Share ($ mil.) 


First Half 1949-———— 


Net Net Per Est. Net Recent Div. Div. 
Margin Share Per Share Price * 1948 


1949 
Invest. 


Yield Rating 


COMMENTS 





— Lab. .... $66.9 16.6% $2.98 na na 





Amer. Bank Note... 21.5 12.5 3.71 a na 





Amer. Can - 409.5 5.6 8.09 


$1.53 


1.55 


$3.00 $44 


A2 Well entrenched trade position 
stabilizing earnings at satisfactory | 
ievel. Dividends of 45 cents quar- | 
terly, including a small extra, may 
be expected. | 


$1.20 745 | 


B2 Improved earnings in current year 
and favorable backlog orders en- 
couraging factors. 40 cents quar- 
terly dividend should not vary. 


2.20 10.0 





3.80 i 











Am. Chain & Cable 63.7 9.1 5.32 na na 





Amer. Chicle ..... 38.9 13.1 3.92 na na 
WwW 


na 


8.00 91 4.00 4.4 A2. Large demand for containers ex- 
panding sales. 1949 net earnings 
should continue at high leve! and 
dividends should total at least $4 
per share. 





5.00 22 2.00 9.1 C+2 Demand may slacken and earnings 
recede somewhat, but strong fi- 
nances should stabilize 40 cents 
quarterly rate, 





A+2 Earnings not likely to recede much 
from last year’s level of $3.92 per 
share. Dividend disbursements 
should about match 1948. 


3.75 48 2.50 52 





Am. Home Prod. 140.7 6.5 2.36 na na 
WwW 





Americanice...... 182 36 98 #79 JT 








American News 179.1 2.5 5.33 





Amer. Safety Razor 13.5 4.9 47 ne _ oe 








Amer. Ship. Bldg. na na 1.47 na 7 ~ 


Archer-Daniels- 


Midland. 


309.7 40 7.55 221.6f 3.9F 





Bush Terminal Co. na na 1.28 na a na 





Canada Dry 50.2 5.4 1.31 


Catalin Corp. = (is7.2)CO«Btti(<i«iHt(ié‘i RS S:SC« 
of Amer. . 


Bristol-Myers 45.3 9.5 24 2COt 


5.29 


A2. Well maintained sales of company’s 
specialties, along with reduced 
costs, should improve 1949 earnings. | 
Substantial year-end extra may sup- 
plement regular 10 cents monthly 
rate. 
Lower sales and earnings expected 
for 1949. Dividends at 60 cents an- 
nual rate not entirely secure. 


2.50 28 1.45 me 





75 9 -60 6.6 





. 25 : Acquisition of Savarin restaurant 
end - _ “? b2 chain should offset slight decline in 

other operations. No change in 

dividend policies anticipated. 
Introduction of new ‘'Star'’ blades 
may expand sales in current year 
and earnings should warrant pay- 
ment of conservative 12!/. cents 
quarterly dividend. 





C+ 1 Work on hand promises to sharply 
increase 1949 earnings. Dividends 
should at least equal $3 per share 
paid last year. | 





B2 Net for fiscal 1949, ended June 30, 
probably was higher than $7.55 for 
fiscal 1948, due to lower materials 
costs. The 50 cents quarterly divi- 
dend should continue. 








A2___Lower prices for penicillin may pre- | 
vent earnings gains but net should | 
amply cover 40 cents quarterly rate. | 





Net earnings running at a lower | 
rate than a year ago and no pros- 
pect of immediate cash dividends, | 
though further payments in stock 
may be made. | 





Hot season and lower sugar prices | 
should benefit 1949 earnings. No} 
change in |5 cents quarterly rate | 
expected. | 
15 4 AIS a7 C2 Earnings less than a year ago. | 
Marginal chemical concern with | 
Stability of dividends not too well | 
assured, to judge from first half 
year nef. 





| 





C.I.T. Financial 730.1¢ 4.57 
xX 


Colt's Mfg. . 2 a eae 


Commercial Credit... 494.1¢ oe. 8.56 ; : = 
X 





na—Not available. 

b—20 weeks to May 22. 

c—Receivables outstanding at end of year. 
e—3 months to March 31. 








1.47e 


1.50 37 7 ry Cl 





Highest holdings of receivables in | 
history creating sharp upturn in| 
earnings, though income from com- | 
mercial subsidiaries somewhat lower. | 
Dividend amply secure. | 





Ample working capital and im: | 
proved facilities favorable factors | 
but unimpressive earnings likely to | 
preclude dividend resumption in} 


near term. | 








B2 Net income from finance and insur- | 
ance subsidiaries sharply up_ but | 
net of manufacturing divisions | 
down. Dividend secure. | 


8.00 53 3.20 - 6.0, 





| 
#—9 months to March 31. 
g—4 months to March 31. | 
h—9 months to April 30. 
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Financial Survey of Specialty and Unclassified Stocks 





1948 


First Half 1949-——— 





7 


Net Sales 
$ mil.) 


Net 


Margin Share 


Net Per Net Sales 
($ mil.) 


1949 
Net Net Per Est. Net Recent 
Margin Share Per Share Price 


Div. 
1948 


Div. 
Yield 


Invest. 


Rating COMMENTS 





Diamond Match... 78.5 4.4 2.62 
W 


20.8e 5.2e 1.61 3.00 34 2.00 5.9 


A2_ Slight dip in earnings probable but 
coverage of dividends ample to 
stablize rate. 





Dresser Industries... 108.7 7.4 7.14 


45.2 6.2 2.46 5.00 18 1.12! 


C+3 Earnings from sale of oil equip- 
ment holding well though elimina- 
tion of unrelated subsidiaries last 
year reduced earnings capacity. 50 
cents quarterly dividend seems safe. 








Froedtert Grain 3.6 1.73 


5] | || 
X 


25.2h 8.8h  3.06h 


Earnings sharply advanced by in- { 
creased volume and lower barley 
prices. Current coverage of divi- 
dends wide and year-end extra 
possible. 


B—| 








Gar Wood Indus... 8.8 


C+3 Preferred dividend arrears have 
been cleared up lately but earnings 
tending to decline. Near term re-| 
sumption of common dividends im- | 
probable. | 








Gillette Safety Raz. 17.5 


10.8 


na na 


B3 Competition in razor and home | 
permanent fields likely to create | 
some downtrend in earnings but| 
62!/, cents quarterly dividend ap- 








Greyhound _....... 192.5 8.4 1.70 





1.00 9.1 





| Lambert ....... 6.2 





| Life Savers _.... 13.1 19.4 


| Nopco Chemical 





3.0 





| 
pears secure. | 
| 


B2 Succesful competition with railroads | 
will tend to expand volume though | 
rising costs hamper earnings gains. } 

The 25 cents quarterly dividend | 


should continue. 


—_—_—— | 





B2 Lower cost of raw materials and | 
well entrenched trade status bene- | 
fitting earning. No change in divi- | 
dend policies appears in sight. 





1.39 3.50 36 2.50 


A2. Reduced operating expenses offset- 
ting slight decline in volume. 40} 
cents quarterly dividend well pro- | 
tected by current earnings. 











| 
| Rexall Drug ._.. 173.9 8 4l 





C+3 Sales reduced by closure of numer- 


B2 Downtrend in sales adversely af- 
fecting earnings. Recently reduced 
25 cents quarterly dividends may 
continue, however. 


| 
| 
| 
| 
| 
ous unprofitable stores in large | 
chain. High operating costs cut} 
into net. No dividends on common | 
likely in near term. j 








18.9 





125.6 6.8 








120.9 7.3 4.32 


4.00 26 


2.00 


C2 Volume and earnings holding rela- | 
tively stable thus far in 1949. Slight | 
decline should not endanger cal | 
cents quarterly dividend. | 


B3 Considerably lower sales and re- | 
duced price trend creating lowet | 
earnings, but margin over dividends 
enough to maintain 50 cents quar- | 
terly payments. | 

B2 Commercial business less profitable | 
but large backlog of Government | 
erders should help to stabilize 
earnings. Dividends should total $2 
per share. | 














Sterling Drug 134.3 9.5 
WwW 





| U. a) ee 


2.6 2.24 


1.86 “2.25 


2.50 


na na 2.34 4.00 ; 16 15.6 





| Vick Chemical 41.7 9.1 2.66 
| W 


34.2f 11.OF =2.82F 2.70 23 120 52 





Walgreen ....... 163.3 2.5 3.03 


| 





| Wrigley 61.4 = 18.6 5.82 
W 





| na—Not available. 

| b—20 weeks to May 22. 

c—Receivables outstanding at end of year. 
e—3 months to March 31. 


84.19 2.59 1.569 3.00 30 1.85 62 


35.0 19.6 «3.49 6.0073 «4.00 


Slight rise in sales attests to strong 
trade position with proprietaries. 
Quarterly dividend of 50 cents 
seems secure with chance of later | 
extra. 


A2 





Cl Government subsidies an aid to| 
earnings. 1949 net should show im- | 
provement and no change in divi- | 
dends likely. 

| 





B2 Company's specialties continue in| 
good demand. No great variation | 
in earnings probable. 30 cents} 
quarterly dividend is safe. 


B2 Despite higher expenses company's | 
drug store chain should earn | 
enough to continue 40 cents quar- | 
terly dividend with possible yom 
end extra. 

Reduced materials cost tending to | 

expand earnings aided by volume 

gains. No change in 25 cents quar- 
terly dividend anticipated. 





A2 





f—9 months to March 31. 
g—6 months to March 31. 
h—9 months to April 30. 
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Toppy? 

“Churning-around” has become 
more apparent in the market. 
Many stocks are trading in larger 
volume than in a long time, with 
either no further progress or rela- 
tively little. Total volume has be- 
gun to get large enough on days 
of advance to show reviving spec- 
ulation. The relative action of 
low-priced stocks has begun to 
show the same. When “the crowd” 
begins to itch for market profits 
after a two-month rally, this col- 
umn says: Look out. 


Rails 


The latest boost in freight rates 
granted by the ICC was moderate 
and no surprise, which is why rail 
stocks responded so little to it. 
The total rate relief granted this 
year may just about balance high- 
er annual labor costs, inclusive of 
the onerous cost of the 40-hour 
week for non-operating employees 
which takes effect shortly. The 
industry now has the highest 
break-even point in its history; 
freight rates so high that consid- 
erable traffic is being diverted to 
trucks; passenger fares so high 
that the air lines are increas- 
ingly effective competitors. In the 
fortuitous war and early postwar 
period when earnings were abnor- 
mally good, it made notably little 
difference in total rail dividends, 
the money being used to retire 
debt, pay for equipment, etc. No 
industry has a more drab divi- 
dend record over the last genera- 
tion. Peculiarly enough, the few 


good rail stocks usually move in ° 
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the same direction as the major- 
ity of highly speculative ones, 
although commanding higher 
prices. If you get the idea that 
this column does not like rails, 
that is correct. 


Movies 


The summer decline in patron- 
age of motion picture theaters 
seems to be more than seasonal. 
As always, “hit” films draw well, 
but the industry seems unable to 
turn out enough of them. Pros- 
pects for bringing foreign profits 
home, especially from the impor- 
tant British market, get no 
brighter. The greater part of this 
year’s recovery in motion picture 
stocks occurred prior to the gen- 
eral market’s summer rally. They 
have been decidedly lethargic on 
this rally, suggesting distribution. 
The only one in the group with a 
good long-term dividend record is 
Loew’s, and its present $1.50 an- 
nual rate can hardly be more than 





barely covered this year, at best. 
Current dividend coverage is con- 
siderably wider for Paramount 
and Twentieth Century - Fox. 
There are more attractive indus- 
tries in which to invest or spec- 
ulate. 


Turn? 


Prices of some grades of fuel 
oil have turned up moderately. 
Demand has improved a bit, with 
buyers seeing less reason to hold 
off for price cuts. It seems bound 
to improve further between now 
and the start of the heating sea- 
son, for the tanks of many con- 
sumers and distributors are low 
or empty. According to Govern- 
ment estimates, a normal winter 
would mean a 10% gain in con- 
sumption over last year, when 
the winter was abnormally mild; 
burners will mean another 10 
and increased installations of oil 
gain— or a total of 20%. Selec- 
tive price cuts in crude oil are 








Company 
Carolina Power & Light 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


le 1 | aan an er 
Hershey Chocolate .........................0.00.0000 
Houston Lighting & Power ....................... 
Ulinois Power Company ........................... 
N. Y. State Electric & Gas ....................... 
Potomac Electric Power ........................... 
MRAMRMINIEE. oy scission cacsutscseuwSecescctteacresdeanes 


Virginia Electric & Power ......................0 





Southern Company ..................c.csssccesssceees 


Period Covered 1949 1948 
12 mos. July 31 $3.60 $3.17 
12 mos. July 31 1.83 1.39 
6 mos. June 30 2.57 1.95 
12 mos. July 31 3.74 3.56 
12 mos. July 31 3.37 2.92 
12 mos. July 31 4.51 3.98 
12 mos. June 30 1.09 —.87 
3 mos. July 31 —.76 —.41 
7 mos. July 31 —.79 —.63 
12 mos. July 31 1.58 1.47 
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a 
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FT | not impossible this autumn, but 


_ageneral reduction seems to have 
» become more unlikely, if not out 
‘of the picture. The present quar- 
‘ter is seasonally the best one for 
‘sales of gasoline, on which prices 
‘are firm. If bought on reactions, 
oil stocks remain among the most 





‘attractive longer-term _ invest- 
ments. They are moderately 
priced on 1949, and_ probable 
“normal,” earnings, dividend 


yields are relatively good and 
dividend coverage is wide in most 
cases. 


West Penn 


This column called attention to 
West Penn Electric when the 
stock was selling considerably 
under the present price of 2414. 
The dividend was raised from a 
$1.00 annual basis in June to 
$1.50 and has now been boosted 
to $1.80. This is in connection 
with a refinancing plan through 
which a single issue of debentures 
will replace all present senior 
securities, at a large saving in 
annual charges ahead of the com- 
mon, but also involving new 
equity financing. The latest divi- 
dend boost is to facilitate the lat- 
ter, a policy which, as noted here 
earlier, is likely to spread through 
the industry. On the basis of the 
maximum increase in common 
share capitalization under this re- 
financing plan, West Penn has a 
current earning power of around 
$3.50 a share, which is ample cov- 
erage for a $1.80 dividend. The 
current yield is 7.3%. A price at 
which the issue would be selling 
at about 8.6 times earnings and 
yielding 6%, would not be un- 
reasonable over a period of time. 
But, of course, there is no cer- 
tainty about this, for much de- 
pends on general market condi- 
tions. If you bought it on our ear- 
lier comment, the present advice 
is to hold it on the chance of more 
rise. If you did not buy it, the 
advice is not to reach for it now, 
for the potential, on a percentage 
basis, has in any event been ma- 
terially reduced by the _ stock’s 
good rise. 


Trade 


Total consumer spending is 
holding fairly near 1948 peak 
levels, largely because more is 
being spent for and on automo- 
biles than a year ago. Department 
stores are getting less of the con- 
sumer’s dollar, because people are 
fairly well bought up on the types 
of goods most department stores 
carry ; and on what they buy they 
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are demanding good values for 
their money. Profit margins have 
been cut sharply and in most cases 
earnings will be sharply lower this 
year. The same is so for mail 
order business and most specialty 
stores. These stocks are generally 
unattractive at present advanced 
prices. Leading variety chains 
will have gains in earnings, very 
substantial in some cases. The lat- 
ter two types of stocks have in- 
vestment merit; but on this rally 
their yields have been cut enough 
to make them not particularly en- 
ticing for new purchases. There 
will always be reactions, affecting 
even such good stocks as these. 
Serious 


The market has paid no atten- 
tion to the anti-trust suit in 
which the Goverment seeks to 
force duPont to divest itself of its 
huge holdings of General Motors 
(some 10 million shares) and to 
make the members of the duPont 
family get rid of their controlling 


holdings in U. S. Rubber. The 
market seldom worries about 
something which probably will 


not be settled in the courts for at 
least several years. However, the 
average investor who buys Gen- 
eral Motors or duPont does so 
more or less for keeps, not for a 
medium-term trade. And he, 
therefore, should not ignore this 
suit. Judging by previous rulings 
of the present Supreme Court, 
this column would not bet much 
against the Government’s chances 
of winning it. And we reason that 
divestment, if ordered, would be 
by open sale, for were the duPont 
shares of General Motors and 
U. S. Rubber distributed to stock- 
holders a big portion thereof 
would go right back to the duPont 
family. Public distribution would 
involve some real problems. Prob- 
ably there is no hurry about this 
matter, but we would take it 
as potentially serious—serious 





chases of any of these three stocks 
of doubtful wisdom. There are 
plenty of other good stocks in the 
market which do not have this 
kind of uncertainty hanging over 
them. Moreover, none of the three 
is at anything like a bargain level 
in its long-term market range, 
even though duPont and General 
Motors (not U. S. Rubber) look 
pretty good on current earnings. 
Highs 

Among the stocks which this 
column has commented on fav- 
orably from time to time, the fol- 
lowing have recently sold at new 
high for the year or for longer 
periods: First National Stores, 
American Power & Light, Merck, 
Woolworth, Continental Oil, Ster- 
ling Drug, Beneficial Industrial 
Loan, Commercial Credit, Ameri- 
can Airlines and National Dairy 
Products. No doubt there are 
some others which escape the 
writer’s memory for the moment. 
(Of course, we make some mis- 
takes, too, having no crystal 
ball.) 
In Brief 

Eastern Air Lines does not “act 
well,” possibly due to prospective 
increased competition on its New 
York to Miami run... U.S. Rub- 
ber has cut its dividend in half. 
We told you that the outlook for 
tire stocks was not so hot... 
Makers of storage batteries had 
a poor first half, but will do much 
better for the second half, since 
dealers recently overdid inventory 
curtailment and demand at the 
consumer end remains high . . 
Liquor stocks probably were thor- 
oughly sold-out at their June 
lows, but are hardly worth reach- 
ing for on this rally, even though 
in their case it has been moder- 
ate to date... Earnings of Pacific 
Lighting will be down this year 
even if it gets a requested rate 
increase, but probably will cover 


























enough to make long-term pur-the $3 dividend. 
DECLINES SHOWN IN RECENT EARNINGS REPORTS 
Company Period Covered 1949 1948 
I WN soon Owes os SSD age ea oct ons an 12 mos. June 30 $3.00 $4.43 
American Agri. Chemical .......................... 12 mos. June 30 6.73 6.87 
Braniff Airways ..................... 3 mos. June 30 —.21 —.27 
Nae Ca IN 3 o.oo eia oo s oo. voce Gay concconsecuecaance 6 mos. June 30 1.61 2.15 
GROYNGGRE CON cn. o.oo scsecc cess ites cevccccccivececs 6 mos. June 30 —.33 —.46 
MRGEIIGCND CONNOUE oi 66 oo scdsn 52s cencatendadcccecesetes 6 mos. June 30 2.15 4.46 
Raybestos — Manhattan ............................ 6 mos. June 30 1.32 1.80 
renee rene COO o.oo o.e2 2.0 conse. cicectccscesscec : 3 mos. July 31 —.11 —.97 
Twentieth Century Fox ...................: cee 26 weeks June 25 1.95 2.37 
West Virginia Pulp & Paper .................... 9 mos. July 31 6.72 8.35 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





American Viscose Corporation 

“I understand that earnings of tex- 
tile companies have declined in recent 
months and am particularly interested 
in the results of American Viscose Cor- 
poration. Please advise on recent earn- 
ing trend and prospects for coming 
months.” C.F ., Baltimore, Maryland 

American Viscose Corporation 
reported consolidated net earn- 
ings of $1,129,000 for the quarter 
ended June 30, 1949, equivalent, 
after preferred dividends, to 41 
cents per share. These earnings 
compare with $8,571,000, or $4.05 
per share for the second quarter 
of 1948. 

The consolidated earnings for 
the first half of 1949 amounted to 
$7,682,000, equal after preferred 
dividends, to $3.47 per share as 
compared with earnings of $15,- 
629,000, or $7.35 per share for the 
corresponding period of 1948. 

The earnings for the six 
months ended June 30, 1949, are 
after a special provision for de- 
preciation of $845,000 which was 
charged against operations for 
the first quarter. No special pro- 
vision was made in the second 
quarter since operations were 
below 80% of capacity. The pro- 
vision made in the first quarter is 
subject to adjustment at the end 
of the year when average annual 
rate of operations can be deter- 
mined. 

Net sales for the first six 
months of 1949 were $88,072,000 
as compared with $116,446,124 
for the corresponding period of 
1948, a decline of 24%. In the sec- 
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ond quarter of this year sales 
were $36,133,000, a drop of 40% 
from the $60,482,250 reported in 
the like period of 1948. 

The full impact of sharply de- 
clining orders did not affect the 
rayon industry until near the end 
of the first quarter. 

Reductions of 3 to 10 cents a 
pound in price of viscose filament 
rayon and 2 cents in staple fibre 
last May also had an adverse in- 
fluence on profits. 

Some improvement in sales vol- 
ume appeared about June and im- 
provement in orders for yarn is 
understood to be continuing and 
should help profits in the third 
quarter. 

Dividend payments up to Au- 
gust 1 this year have totalled 
$2.25 per share. 


Tidewater Associated Oil 


“Please advise on financial position 
and net income of Tidewater Associ- 
ated Oil Company.” 

F’, A., Port Chester, N. Y. 

Tidewater Associated Oil Com- 
pany earned a consolidated net 
income of $14,255,244 for the first 
six months of 1949, after deduct- 
ing all charges and necessary 
provision for Federal income 
taxes, compared with $20,163,555 
reported for the first six months 
of the year 1948. The proportion 
of the current period’s net income 
applicable to the common stock 
amounts to $13,910,558, or $2.17 
per share, as against $19,751,659, 
or $3.09 per share, for the first 
half of last year. 
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The decrease in net income of 
the current six months’ period is 
attributable to (1) a decrease in 
sales price of light and heavy fuel 
oils and lubricating oils resulting 
from an over-supply of these 
products and (2) an increase in 
labor costs, depreciation charges, 
taxes and other expenses. To a 
minor extent, these unfavorable 
factors were offset by a decrease 
in the cost of purchased crude 
oil and products. 

Total volume of business trans- 
acted in the six months ended 
June 30, 1949, amounted to $184,- 
225,261 as against a comparable 
total of $186,154,834 during the 
first half of last year. 

Dividend declarations during 
the six months ended June 30, 
1949, amounted to $5,462,133 of 
which $344,686 was declared on 
the company’s preferred stock 
and $5,117,447 on its common 
stock, the latter representing 
dividends of 40 cents per share 
each paid on March and June 1, 
1949. 

Current assets totalled $97,- 
805,166 as of June 30, 1949, and 
current liabilities aggregated 
$36,359,330, resulting in net 
working assets of $61,445,836 and 
a ratio of current assets to cur- 
rent liabilities of 2.69 to 1. 

Gross capital expenditures 
during the six months ended 
June 30, 1949, amounted to $17,- 
764,295, and the volume of crude 
oil and natural gas liquids pro- 
duced in that period totalled 17,- 
018,323 barrels. 

The company has no funded 
debt or bank loans. 


Libby Owens Ford Glass Company 


“Please indicate sales and profit 
trend of Libby Owens Ford Glass Com- 
pany.” L. D., Chester, Pa. 

Net income of Libby Owens 
Ford Glass Company for the first 
six months of 1949 was $9,105,- 
831, equivalent to $3.56 a share, 
after charges of $1,335,952 for 
depreciation, $5,013,950 for gen- 
eral administrative, sales, re- 
search and development expense, 
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and $7,623,882 for estimated Fed- 
eral taxes. 

In the corresponding period 
last year the net income was 
$7,103,850 or $2.78 a share, after 
charges of $1,047,868 for depre- 
ciation, $4,486,855 for general 
expense, and $5,746,493 for esti- 
mated Federal taxes. 

Second quarter sales surpassed 
in dollar and unit volume any 
previous quarter and reflected a 
steady upward trend over the last 
four quarters. Business so far in 
1949 has been highlighted by sub- 
stantial gains in automotive glass 
demand and greatly increased 
sales of Thermopane. This multi- 
paned insulating glass, now being 
used in total glazing of all sizes 
of windows in hospitals, commer- 
cial buildings and _ residences 
whereas the initial use was large- 
ly for picture windows, showed 
the largest gain of any of the 
company’s products in the first 
half of 1949. 

The outlook for both automo- 
tive and building demand con- 
tinues good, provided the general 
industrial tempo is not inter- 
rupted by labor difficulties in 
basic industries. Plant expansion 
has included additional facilities 
at the Thermopane plant in Ross- 
ford and construction of a new 
office and general stores building 
at the plate and laminating plant 
in Toledo. 

Dividends including’ extras 
totalled $3.50 a share in 1948 and 
thus far in the current year 75 
cents has been paid in each 
quarter. 

For the fiscal year ended De- 
cember 31, 1948, company re- 
ported net sales of $113,570,905 
and net profit of $14,207,339, 
equal to $5.56 per share. 


Lady Farmer Seeks Advice 
on Securities 


“As a subscriber to The Magazine of 
Wall Street and an avid reader of all 
the articles you write, I am taking the 
liberty of writing you. I know very little 
about stocks, what I do know, I attribute 
to your articles and your Magazine has 
helped me to understand the value of in- 
vesting in sound companies. 

“IT am a farmer with a small income. 
In your July 30th issue, there was an 
article ‘Giving Practical Advice to a 
Long Term Investor’ and this interested 
me as I have always been a long term in- 
vestor, buying for income. By practicing 
rigid economy, I have been able to save 
a small amount each year, which I have 
invested in stocks, and Government 
bonds, saving some cash as you advised. 

“Some of my holdings were bought in 
1930 and bought high, but since I in- 
vested for income this hasn’t bothered 
me too much and then too, my purchases 
were in small lots. 


AUGUST 27, 1949 


“Does your Magazine advise sub- 
seribers about stocks they hold, without 
charge? If you do I would like to send 
my list of holdings for your recom- 
mendations as to retention or sale. 

“I am 55 years old, am trying to save 
now for my old age. Some of my holdings 
are in good companies and I want to add 


. to these but some I am doubtful about. 


Some are unlisted and I never know the 
market price of these issues or late de- 
velopments in these companies. 

“Will certainly appreciate it if you 
will let me hear from you in regard to 
your appraisal of my stocks.” 

Mrs. F. W., Georgetown, Kentucky 

Magazine subscribers can in- 
quire on three listed securities at 
a time at reasonable intervals 
without charge. Inquiries must 
be accompanied by a stamped, 
self-addressed envelope or they 
will not be answered. 

We suggest you submit three 
of your security holdings at once 
and then follow with three more 
in a month’s time. 

The policy of investing in 
sound, growth companies that pay 
satisfactory income returns is a 
good one but the proper timing 
of purchases is of the essence and 
we suggest you be guided on this 
important factor by the advice of 
A. T. Miller appearing regularly 
in our Magazine in the “Market 
Outlook Articles.” 


ATF Incorporated 

“What has been the recent sales and 
earnings trend of ATF, Inc.?” 

K. A., Chicago, Illinois 

ATF Incorporated has strength- 
ened its position in the printing 
industry and also has become a 
large manufacturer of tubular 
steel furniture. It is the parent 
company of American Type 
Founders, Inc., printing press, 
equipment and type manufacturer 
with plants in Elizabeth, New 
Jersey and in Brooklyn and 
Mount Vernon, New York; Day- 
strom Corporation, Olean and 
Friendship, New York; and Bal- 
boa Pacific Corporation, Fuller- 
ton, California, both furniture 
manufacturers; Daystrom Lami- 
nates Inc., Daystrom, North 
Carolina, hard plywood producer, 
and Frederick Hart & Company 
Inc., Poughkeepsie, New York, 
electronics equipment manufac- 
turer. Net sales for the fiscal year 
ended March 31, 1949 were $37,- 
842,000, up $971,000 from the 
year before. 

Net earnings after taxes were 
$2,170,000, equal to $3.48 a share 
and second only to the company’s 
all-time high in the preceding 
year when it earned $2,615,000, 
equal to the $4.18 per share (or 
$2,315,000 equal to $3.70 a share, 


after special reserve for plant re- 
placement). Net profit for the 
three months to June 30, 1949 
amounted to $208,683 or 33 cents 
per share on 624,911 shares com- 
pared with $865,135 or $1.52 per 
share on 568,101 shares outstand- 
ing in the same quarter of 1948. 
Book value as of March 31 in- 
creased $1,560,000 during the 
year to $16,480,000, or $26.41 per 
share, having risen from $12.57 
during the past decade. Prior to 
1938, the company felt it foresaw 
a trend in the graphic arts indus- 
try toward offset printing because 
of its many advantages. As a re- 
sult, ATF in November 1938 
bought the Webendorfer Wills 
Company, a leader in the design 
and manufacture of offset equip- 
ment. Company now senses an- 
other trend in the direction of 
gravure printing. ATF is partly 
responsible for this trend in that 
they have brought out what they 
believe to be revolutionary equip- 
ment for the manufacture of 
gravure printing cylinders. 

In order to build up additional 
markets for steel furniture for 
home and institutional use, to 
complement the Daystrom line 
and overcome the disadvantage 
of freight charges from Olean to 
the West Coast, ATF acquired a 
plant in California. The Olean 
plant has also been improved 
considerably. 

Dividends in 1948 _ totalled 
$1.00 per share and 75 cents per 
share has been paid thus far this 
year. 

Alexander Smith & Sons 
Carpet Company 

“With the decline in sales and earn- 
ings of many consumer goods com- 
panies, I was wondering how Alexander 
Smith & Sons Carpet Company had 
fared. Please advise on recent results 
of this company.” 

S. A., Niagara Falls, New York 

Alexander Smith & Sons Car- 
pet Company showed consolidated 
net sales of $34,479,931 for the 
six months ended June 30, 1949. 
This represents a decline of ap- 
proximately 16.1% from sales of 
$41,078,574 in the first half of 
1948. 

Consolidated earnings for the 
first half of 1949 were $1,123,560, 
equal, after preferred dividends 
to $1.00 per share of common 
stock. In the comparable period 
last year, earnings were $3,736,- 
709 or $3.87 or $3.87 per common 
share. The company’s subsidiary, 
Sloane - Blabon Corporation, 
showed a loss of $84,008 for the 
period. 

(Please turn to page 556) 
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By E. K. A. 


While cross currents continue to pervade in the industrial 
arena, evidence is accumulating that inventory liquidation, the 
main recessionary influence, is losing a good deal of its earlier 
force. In the week ended 
August 10, business loans 
rose for the second time in 
imp 4 three months, increas- 











BUSINESS ACTIVITY 


PER CAPITA BASIS 


M. W. S. INDEX ing by about $80 million, 
This barometer is rather reli- 

oti able because borrowings of 
. this kind normally are attrib- 
utable to inventory accumu- 

190 lations. Seasonal factors of 


course may account for the 
4 rise partially, but the relative 
igo _ stability of consumer pur- 
chasing power as well as of 
o retail volume in many lines 
necessarily carries weight in 
the picture, It seems safe to 
assume that while many dis- 
tributors are still taking a 
beating profitwise in their 
race to unload goods, inven- 
tory depletion has reached a 
point where replacement or- 
ders are increasingly essen- 
tial. This should benefit in- 
dustry somewhat at every 
level, although it remains to 
be seenhow permanently the 
trend will maintain its force. 
woke That there is no paucity of 
public buying power is well 
shown by first half year re- 
ports by the Grocery Manv- 
facturers of America that ton- 
nage sales of food products 
were greater than a year 
earlier. Lower prices and in- 
troduction of new items in this 
primary market clearly stimu- 
lated satisfactory buying and 
could point to similar devel- 
opments in other fields when 
uncertainty over price trends 
has subsided. The pickup in 
the steel production weekly 
rate to 82.5% is also an en- 
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couraging element in the 
durables branch of industry, 








although opinions differs widely to how long the gain will hold, 

The Federal Reserve Board forecasts a moderate expansion 
in construction activity in the near future, with full allowance for 
seasonal adjustments. Deferred demand for housing has not 
been reduced appreciably despite record construction activities 
in postwar. Now that building materials are in ample supply 
and prices slightly lower, the Board indicates that the recent 
downtrend in industrial expansion wi.l be more than offset by 
rapidly stepped up construction of public works and housing 
programs. During the recent period of declining business activ- 
ity, demand for building materials and labor have been a strong 
sustaining force in the economy. This influence shows no sign of 
weakening in the medium term. 

Of 185 manufacturers surveyed by the National Industrial 
Conference Board on business prospects for the balance of 1949, 
about half anticipated reduced orders and the large majority 
expected earnings to shrink. Producers of cast iron, steel, elec- 
trical appliances and machinery, together with makers of office 
equipment, seem to have been especially hard hit by laggard 
incoming orders in the first six months. The average drop in new 
orders for these selected rpresentatives of various industries, 
while not necessarily indicative of group experience appears to 
have been about 20%. In contrast, the iy survey of the Pur- 
chasing Agents Association of Chicago reveals an encouraging 
rise in backlog orders by a good many concerns. In July, 19% 
of the companies included in the report had increased unfilled 
orders on their books, while the number reporting decreases 
were 21% fewer than in June. 


Conflicting Factors 

Current upward trends in carloadings, textile activity, elec- 
tric power output and paper production, while moderate in 
extent, rather clearly indicate that natural forces have com- 
bined to pull the economy part way out of the psychological 
quagmire into which it fell earlier this year. While business 
sentiment indubitably has improved, though, there still re- 
mains the risk of attributing too much emphasis on purely sea- 
sonal factors or the inevitable temporary elasticity that always 
results from an over-done recessionary trend. There is a chance 
that the present business momentum may continue to gain 
vigor enough to carry on well through the fall, at least, sup- 
ported by renewed confidence in well sustained purchasing 
power and the prospective distribution of several billion dol- 
lars in federal funds to veterans around the year end, the lat- 
ter due to refunds on top heavy life insurance. premiums. So 
many offsetting potentials are presented, on the other hand, 
such as an impressive decline in demand for new automobiles 
later in 1949, unforeseen developments on the foreign front, 
confidence destroying action by political leaders, or wide- 
spread strikes, that the outlook for progressive recovery is far 
from clear. 
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The Business Analyst 





MONEY AND CREDIT—Common stocks continued to ad- 
vance during the fortnight ended August 12, with 13 of our 
sub-group indexes making new highs for various periods, as 
tabulated on the second following page. After eight weeks of 
uninterrupted advance, the combined average has managed 
to recover a little more ground than was lost during the pre- 
ceding five-weeks’ decline, reaching the best level since April 
16. Aided by a large short interest and the Government's 
cheap money policy, common stocks of investment rating (as 
represented by our index of 100 high priced stocks) have 
shown relatively greater strength, in rising to the best level since 
March 12, than the more speculative issues (as represented by 
our index of 100 low priced stocks), which have not yet suc- 
ceeded in recovering to their April 23 level. Market sentiment 
has been helped by F.R.B. Chairman McCabe's recommenda- 
tion that our tax laws be revised to encourage equity financ- 
ing, and by a further reduction of $1.8 billion in member bank 
reserve requirements. Chairman McCabe's suggestion is too 
pro-business to gain endorsement by a “Fair Deal’ Congress. 
High grade corporate bonds and preferred stocks showed 
further response to the cheap money policy, with the former 
rising to the best level since September 13, 1946, and the lat- 
ter highest in five months. Foreign government dollar bonds 
rose fractionaily. U. S$. Government bonds continued to ad- 
vance, reaching the highest levels in two years. New York 
bank stocks rose 2!/,°%, reaching the best average price since 
last October. Member banks had net profits of $361 million 
in the first half — 9% more than reported for the second half 
of last year, and 19% above the first half. Since earnings 
assets are again above the year-ago level, profits should con- 
tinue to improve, despite somewhat lower interest rates. In 
fiscal 1948, the Treasury's excess of cash income over cash 
outgo amounted to $8.9 billion, of which $7.3 billion went to 
reduce the public debt, with the remainder ($1.6 billion) going 
into the general fund. In fiscal 1949, the excess of cash income 
over outgo amounted to only $1 billion, but a further debt 
reduction of $2.5 billion was effected by drawing $1.5 billion 
from the general fund. Budget deficit for July, first months of 
the new fiscal year, was $1,488 million — only $25 million 
above the corresponding month last year; but the Treasury 
sold over $1 billion of tax saving notes, mostly to corporations, 
to replenish working cash. As of August 3, U. S. Government 
deposits with weekly reporting member banks were $325 mil- 
lion larger than a year earlier; but the gross public debt, as 
shown near the top of the statistical column on the following 
page, rose to $1.3 billion above last year. 


TRADE—Torrid weather was partly responsible during the 
fortnight ended August 6 for a drop in department store sales 
to an average level of 12% below last year; but the cumulative 
decline for the year to date is still only 5%. Exceptionally sultry 
weather, however, has boosted sales of soft drinks and beer 
to record heights. Beer sales, as early as June, had expanded 
to 6%, above the like month last year, compared with a gain 
of only 2% for the first half of 1949. Beer company profits, and 
hence their stocks, have been rising conspicuously. 


INDUSTRY—Business activity has expanded for three con- 
secutive weeks; but the overall physical volume is still 4.8% 
below last year. Owing mainly to scarcity of summer jobs for 
our school youths this year, June unemployment rose to 4.1 
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million — largest since January, 1942, yet 8 million more are 
at work now than in pre-war 1941. Personal incomes in June 
totaled 0.1%, above last year. Despite shrinking profits, corpo- 
rate dividend disbursements are still expanding. Automobile 
sales and construction activity continue to ring up new highs. 


COMMODITIES—Despite weakness in grains, commodity 
price indexes, spot and futures, continued to advance during 
the fortnight ended August 12; though cash cotton declined 
a little, Congress will reject the Brannan Utopia scheme and 
enact a bill providing for flexible supports. 





Despite expanding unemployment and shrinking profits, 
four of the main Props to Prosperity — automobile sales, 
construction activity, personal income and excess exports — 
continue at high levels. 

x * 

Expenditures on new Construction during July were 2% 
ahead of the like month last year. For seven months the in- 
crease was 3%. 

* *  * 

It is gratifying to find that construction Labor Costs are 
declining, despite a moderate advance in basic wage rates, 
in consequence of greater availability of materials, elimination 
of overtime and less idling on the job. Bricklayers especially 
are at present a drug on the market. Chanel , the average 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) July 1.20 1.31 1.31 1.55 (Continued from page 547) 
Cumulative from mid-1940__... July 384.6 383.4 370.5 13.8 worker who is so fortunate as to land a job 
FEDERAL GROSS DEBT—$b Aug. 3 2545 254.2 2532 55.2 | Now lays nearly twice as many bricks a day 
as during the early post-war period when 
MONEY SUPPLY—$b labor was scarce. 
Demand Deposits—94 Centers... Aug. 3 46.3 46.7 46.8 26.1 * * * 
Currency in Circulation....___.... Aug. 10 27.4 27.4 28.0 10.7 World Ship Tonnage under construction 
BANK DEBITS—13-Week Avge. as of June 30 was 7% ahead of last year. 
New York City—$b. Aug. 3 8.74 8.83 8.52 4.26 * * * 
93 Other Centers—$b... nen. | Avge 3 11.97 12.00 12.31 ~— 7.60 Despite complaints of a dollar shortage, 
PERSONAL INCOMES—$b (cd3) June 215.8 215.1 215.6 102 U. S. Exports increased in June and for 
Salaries and Wages............---- | June 139.0 139.1 «136.766 the half year, while imports declined. Our 
Proprietors’ Incomes ....___ — | June a2 «7 812 2 excess of exports over imports in June was 
EY eT ae a eee You 175 173 159 10 $190 million larger than tor the like month 
Transfer Payments ........------ | June 12.1 12.0 11.2 3 of last year, compared with only $174 mil- 
(INCOME FROM AGRICULTURE) June 235 228 272 10 __ | lion for six months. 
* * * 
CIVILIAN EMPLOYMENT—m (cb) July 59.7 59.6 = 61.6 51.8 Personal Incomes in June were 0.1%, 
Agricultural Employment (cb)... | July 9.6 9.7 9.2 8.8 | above the corresponding month last year, 
Employees, Manufacturing (Ib). | June 15.1 15.0 16.1 13.8 | with non-farm incomes enjoying an average 
Employees, Government (Ib) ___.. June 5.8 5.8 5.6 4.6 | increase of 2.1%. Gains for six months were 
UNEMPLOYMENT—m (cb) July 4.1 3.8 2.2 38 | 2.8%, and 3.8%, respectively. 
FACTORY EMPLOYMENT (1b4) June 145 145 —sdSBSC*dLAT es 
Dimbip ee 00ds a 165 166 184 175 Corporate cash Dividends disbursed in 
Non-Durable Goods... | sue 128 127 137 123 May 14% above the corresponding month 
FACTORY PAYROLLS (1b4) May 329 336 359 198 last year, compared with only 10%, for the 
three months ended May 31. 
ee “et & WAGES (1b) a ‘ 
Weekly Hours June 38.9 38.5 40.2 40.3 . 
Hawt Won fs] | mean atu Sampling by the Canis Brau fon 
eekly Wage ($) | June 53.68 52.86 52.85 32.79 | Vek of July disclose that Unemployment 
PRICES—Wholesale (1b2) Aug. 9 152.7 152.6 169.6 925 | had risen to 4,095,000 — 317,000 ahead 
Retail (cdlb) ew 188.4 189.2 192.1 1162 | Of June, 1,868,000 above July of last year 
and the largest since Jan., 1942. The clos- 
COST OF LIVING (1b3) Sone 169.6 169.2 171.7 110.2 |ing of schools had temporarily added 
Food Bane 204.3 2024 214.1 113.1 | 2,980,000 to the civilian labor Te this 
Clothing June 190.3 191.3 196.9 113.8 | year; but only 1,901,000 of these new job- 
Rent June 120.6 1204 117.0 107.8 — have found oe Lacey 
or this reason, ranks of the unemploye 
sameeren tae have been expanded temporarily by 1,079, 
Retail Store Sales (cd)... - | June 10.74 10.80 10.87 4.72 | 900 since April. In prior years of prosperity, 
Dursble Goods ——_______...... | June — 6 OES 1.14 | our school youths have found little difficulty 
Non-Durable Goods June 7.32 7.41 7.72 3.58 | in landing summer jobs 
Dep't Store Sales (mrb)....- | June 0.73 0.82 0.82 0.49 9 — 
Retail Sales Credit, End Mo. (rb2)... | June 8.16 7.96 7.07 5.46 ° “ . 
Of course the difficulty this year in find- 
MANUFACTURERS’ ing summer jobs stems from our compara- 
New Orders (cd2)—Total....___.... | May 202 195 244 18! tively mild business recession, which cuts 
Durable Goods .___ . | May 206 206 267 22! the number actually At Work by 1,638,- 
Non-Durable Goods May 200 188 230 157 000, or 4%, from a year ago. With weekly 
Shipments (cd2)—Total ..__-—Sss| May 317 315 328 187 working hours also shortened, the number 
Durable Goods May 365 371 353 227 of Man-Hours worked in non-agricultural 
Non-Durable Goods May 289 283 314 158 pursuits during the second week of July has 
SIN HVTORE, ee ees 
Total—$b (ed) _ | May 525 53.7 512 286 _— a 
Manufacturers’ May 30.8 31.2 29.4 16.4 Hg i y 
Wilialeatinns’ May 19 8.2 78 4.1 During the eight years that have elapsed 
Retailers’ May 13.8 14.3 14.0 8.1 | since pre-war 1941, several noteworthy 
Dept. Store Stocks (mrb)_.._=s | May 2.1 2.3 2:3 1.4 changes have taken place in the composi- 
tion of the Labor Force. In proportion to 
BUSINESS ACTIVITY—1—pc Aug. 6 155.5 155.5 166.0 141.8 | the population of working age (14 years 
(M.W.S.)—l—np.__ Aug. 6 179.4 179.1 188.2 146.5 ‘and upward) there are now 580,000 more 
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TT 
00K Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
’ INDUSTRIAL PROD.—1—np (rb) June 169 174 192 174 in the Armed forces than there would be if 
aie Mining June 134 146 159 133 the number per thousand of the population 
a day Durable a ene caaere — | June 194 20! 222 220 of working age were the same as in pre-war 
when Non-Durab © Goods More. cceseecees nee June 161 161 is _ 169s I 1941: 465,000 more women, but 1,680,000 
| camoaDiNes——Tora Aug. 6 717 724 879 833 fewer men, employed in Agriculture: 4.2 
Manufactures & Miscellaneous... | Aug. 6 329 329 377 379 million more men and 3.4 million more 
sction || Mdse. L. C. L Aug. 6 89 87 103 156 women employed in non-Agricultural pur- 
ear Grain ...... Aug. 6 60 66 60 43 suits. 
Soo wean. > geen an a = - 
ELEC. POWER Output (Kw.H.)m Aug. 6 5,466 5,518 5,319 3,267 
tage, |}| sort COAL, Prod. (st) m Aug. 6 7.6 7.4 12.2 10.8 | , Taking February, 1941, as normal, total 
id for Cumulative from Jan. bn nnnn _ | Aug. 6 289 282 347 446 | Civilian employment has increased by the 
Our |} Stocks, End Mo | June 74.2 72.8 58.0 61.8 | abnormal amount of 6,385,000 — 2,520,- 
* WGS | I! PETROLEUM— (bbs. ) /000 men and 3,865,000 women — since 
= .)m | . 
ronth ae... pon i “i e 4) | prewar days. Inflation of the labor force 
| ll. en hee oh pa ciammanamaiammmmainme Tee. ae om oe 36 _ Will be reduced, or even eliminated, in time 
Fuel Oil Stocks ‘ena 67 67 50 94 | with the return to world sanity and with in- 
Heating Oil Stocks pee" 2 91 56 55 | creasing mechaniaztion of industry. As in- 
12 . ———— | dicated by the above data, mechanization 
1% | || WMBER, Prod. (bd. ft.) m Aug 6 ars ™ ™ 632 | has already eliminated the need for large 
year Stocks, End Mo. (bd. ft.) b............ | May 7.7 7.6 7.6 12.6 | : : 

' | numbers of male workers in Agriculture, 
fa9¢ | I! steEL INGOT PROD. (st.) m July 5.78 6.50 7.08 6.96 | while easing farm work enough to make it 
—— Cumulative from Jan. Io... | July 51.7 45.9 50.2 747 | more attractive to women. Similar influ- 

commmemes: Gaeeinueenen | ences have been at work in industry since 
AWARDS—$m (en) a 257 239 198 94 | prewar days, where the increase in women 
din} |] Cumulative from Jan. I... | Aug. 11 5,076 «4,819 -«4,232,-S«5,692.~—«| workers per thousand of working age has 
onth ; | been much faster than the expansion in men 
r the | J] MISCELLANEOU | workers. But the slow process of Deflating 
Paperboard, New Orders (st)t........ | Aug. 6 229 161 223 165 | : = 
Wood Pulp Stocks, End Month (st)t.. | June 158 16! 103 ag «| the ee —— pg ee or of 
Natural Rubber Consumption (It)t.... | June 46.7 46.1 55.7 54.3 | ey eee See to be accom- 
em- Do., Synthetic......... recep A 36.9 35.3 39.2 0.5 | panied by relatively high unemployment; 
ond Motor Vehicles, Factory Sale June 593 481 431 352 | Since many people are going to resist re- 
ent Portland Cement Production (bbls)m | June 20.6 19.4 17.7 14.9 | tirement from the labor market. 
ead 
jear b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept., 
| seasonally adjusted monthly totals at annual rate, before taxes. cd!ib—Commerce Dept. (1935-9—I00), using Labor Bureau and other 
10s- Data. e—Estimated. en—Engineering News-Record. I|—Seasonally adjusted Index (1935-9—100). Ib—Labor Bureau. [!b2—Labor Bureau 
ded (1926—100). Ib3—Labor Bureau (1935-9—I100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
this and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pc— 
iob- Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
aa THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
79,- No. of ————_ 1949 Ind (Nov. 14, 1936, Cl—100) High lew Aug.5 Aug. 12 
ity, Issues ‘1925 Close—100) High Low Aug.5 Aug. 12 100 HIGH PRICED STOCKS... 80.68 70.82 77.76 78.03 
ulty 320 COMBINED AVERAGE ........ 127.6 108.0 119.7 120.7 100 LOW PRICED STOCKS... 146.36 119.71 133.57 136.02 
4 Agricultural Implements .......... 200.0 162.1 188.0 181.4 6 Investment Trusts... sc OURS 53.9 60.0 62.2A 
10 Aircraft (1927 Cl—100)........ 175.3 138.2 145.4 150.5 3 Liquor 1927 Cl.—I00) ....... 724.8 602.9 698.4 724.8A 
6 Air Lines (1934 Cl—100)._ 454.7 366.1 447.0 448.1 10 Machinery 0 18D 115.9 127.8 127.3 
nd- 6 Amusement ee = 93.4 Tot 86.4 84.9 3 Mail Order 104-9 87.1 98.8 97.9 
ira- 12 Automobile Accessories ........ _ 188.9 145.2 169.0 170.7 3 Meat Packing... 79.9 63.3 74.3 73.0 
ote 12 Automobiles = 297 21.3 24.1 24.4 12 Metals, Miscellaneous ..... 158.1 122.0 133.6 137.5 
7 3 Baking (1926 Cl—100)..... 19.7 18.1 19.1 19.0 COE icine. aa 2s ts wae 
8, 3 Business Machines ................... 237.4 209.0 235.8 229.9 29 Petroleum) . FART 207.1 231.6 234.4 
kly 2 Bus Lines (1926 Cl—100)... 133.5 118.3 129.1 = 128.3 21 Public Utilities ww 124.9 102.4 120.8 = -124.9A 
ber 6) Ghemicals 230s «6 2A 2 2388 6 Radio (1927 Cl—100) . 26.7 13.6 14.3 15.2 
oul 3 Coal Mining ......... £9:2 11.2 12.3 13.5 9 Railroad Equipment _........ 50.0 36.5 41.2 42.0 
ny 4 Communication _ 394 318 343 34.6 24 Railroads _ 23.4 17.5 19.0 19.6 
10S b3 Construction 58.5 47.4 53.1 55.0 3 Realty _..... ee 26.0 21.4 25.4 26.0A 
ar 7 Containers ........ . 284.1 240.7 266.1 269.8 3 Shipbuilding rene | 120.0 134.8 135.3 
of, 9 Copper & Brass. 95.8 67.4 77.0 77.5 S Soe Dririke 367.4 298.2 347.6 344.0 
S 2 Dairy Products ........ a. 633 53.3 63.1 63.3B 14 Steel & Iron. «108.2 77.0 86.0 86.2 
5 Department Stores 55.6 49.2 55.3 55.6A 3 Sugar 48.5 39.8 45.3 45.1 
ed 6 Drugs & Toilet Articles... - 155.3 141.6 153.3 155.3A 2 Sulphur 286.7 233.8 286.7C 285.5 
h 2 Finance Companies .............. . 288.9 246.1 287.4 288.9C 5 Textiles 132.5 100.9 117.7 116.8 
Y 7 (Pood Grangs. NET 146.0 160.7A 160.3 2 tres & Rubber... CS 26.6 29.2 27.4 
S I= 2 Food Stores. 8B 58.5 80.8C 80.1 6 Tobacco 78.9 67.1 78.9B 78.1 
to 3 Furniture : 70.7 54.7 61.3 63.8 2 Variety Stores Serna ea eas _ 345.9 308.3 341.9 345.9C 
ars 3 Gold Mining 733.9 566.3 698.3 687.0 17 Unclassified (1948 Cl—100) 105.3 93.2 101.9 103.5 
re New HIGH since: A—1948; B—1947; C—1946. 
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Trend of Commodities 











aa Despite weakness in grains, commodity indexes, spot and 
futures, continued to advance during the fortnight ended 
August 13. The Government's August | crop forecast places 
this year's corn harvest at 3,538,257,000 bushels — 8,057,000 
bushels above the July estimate, and only 112,291,000 bushels 
short of last year's record crop. The wheat harvest was placed 
at 1,132 million bushels — 57 million under the July forecast. 
The cotton crop was estimated at 14,085,000 bales — 0.4% 
below last year, despite a 14% increase in acreage. Unfavor- 
able weather and the boll weevil caused the drop in yield. 
1938-47 average production was 11,306,000 bales. Consump- 
tion slumped 40% between January and May; but has since 
been picking up a little to replenish depleted inventories of 
cotton fabrics. Carryover from last year's crop is around 5!/ 
million bales, which points to acreage restrictions next year. 
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The Government will support this year’s cottonseed crop q) 
90%, of the August 1 parity price, which means about $504, 
ton. Support price for flaxseed has been lowered to $44 (Con 
bushel; but the Government has around 20 miilion bushel tatic 
about half, of last year’s crop, that cost about $6.50 a bushe yuo 

; ons " ; ; At the 
along with 350 million pounds of linseed oil (crushed from fla apacit} 
seed), costing 28 cents a pound. Current market price is aroum} ore y 
18 cents. Looks as though the Government (alias U. S. to ngots, 
payers) will sustain a combined loss of over $100 million on thiprated 
flaxseed and linseed ventures. Price-propping of last yearlto incr’ 
potato crop cost $224 million. Bolstering the price of cottoggmall + 
last year cost $1,150 million, and wheat added $1,250 milliopof top 
to the bill. Total squandering on just these five items came tq0dS_ W 


$2.75 billion, and the story is only half told. Makers 
ysed i 
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’ U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES : benefi 
Spot Market Prices — August, 1939, equals 100 for p) 


Date 2 Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Aug.!15 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities _... 243.5 239.0 234.8 244.2 273.4 316.9 156.9 


Date 2Wk. I Mo. 3Mo. 6Mo. 1Yr. Decaf Tude 
Aug.I5 Ago Ago Ago Ago Ago 19iJof te! 


7 Domestic Agriculture _... 289.8 294.9 300.5 291.1 291.1 354.8 1634 abroa 



















































































11 Imported Commodities... 247.7 241.7 241.4 250.8 256.2 285.5 157.3 12 Foodstuffs... 296.9 295.5 287.7 283.6 288.6 383.7 1692) high 
17 Domestic Commodities... 240.8 237.3 230.6 240.1! 285.2 339.0 156.6 16 Raw Industrials ... 218.6 213.9 212.9 229.7 220.7 278.6 148.2 tial p 
perio 

RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX limit 
MAY JUNE JuLyY AUG. ' MAY JUNE JULY AUG. _ 
160 14 ts 
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COMMODITIES INDEX by ca 
sai MAGAZINE OF INDEX sewe] 
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sent 
14 Raw Materials, 1923-25 Average equals 100 Average 1924-26 equals 100 abe 
ee. oe 1949 1948 1947 1945 1941 1939 1938 1937} Stee 
High oat ete ie Sen coy 762 658 938 High 139.28 168.63 175.65 106.41 94.60 64.67 54.95 92M) CONC 
SM catesaiasl 134.9 149.2 1264 93.6 743 61.6 57.5 64.7 Low 122.45 139.83 117.14 93.90 55.45 46.59 46.03 52.03} Price 
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How Much Recession 
in Steel? 





| (Continued from page 533) 


Thuotations for competitive scrap. 

‘At the same time, blast furnace 

“apacity has been expanded far 

more rapidly than that of steel 

wingots, largely because the inte- 
rated steel makers have learned 
ist yearfty increase their output of pig at 
of cottosymall cost through introduction 
0 milligof top pressure or oxygen meth- 
Iods we have just mentioned. 
Makers of special alloys,so widely 
ysed in machine tools, are ex- 
priencing a more rapidly slack- 
ning demand than in other 
branches of the industry, and the 
game thing may be said as re- 
gards producers of light steel be- 
cause of current uncertainties 
common with fabricators of many 
small durables. Exceptions to the 
general rule, however, are to be 
found among certain steel makers 
that manufacture a number of 
end products themselves, such as 
Wheeling Steel for example. 
Highly competitive conditions 
have arrived for makers of sheet, 
strip and wire steel products, the 
bulk of which are produced on a 
mass basis in continuous steel 
mills. Makers of pipe, on the other 
hand, enjoy sizable backlogs that 
should warrant capacity opera- 
tions for at least a full year to 
come. This branch of the industry 
benefits from a record demand 
for pipe to carry natural gas or 
+. Decsf LUde oil over thousands of miles 
o igifof territory, both at home and 
.8 1639, abroad, and orders in hand assure 
.7 1e92hhigh level activity and substan- 
6 1482} tial profits for an indeterminant 
period. High pressure factors 
limit the use of materials for this 
lass of pipe to high grade steel, 
either welded from sheets or di- 
rectly formed into tubing within 
diameter restrictions. As for cast 
iron pipe, the outlook is enhanced 
by continuing strong demand for 
sewers, water mains, residential 
construction and pillars for in- 
dustrial buildings. In this latter 
field U. S. Pipe & Foundry enjoys 
along established dominant posi- 
tion, largely due to patented pro- 
duction processes and full inte- 
gration. 

On an appended table we pre- 
sent some pertinent operating 
statistics of numerous leading 

1937} Steel concerns, as well as data 
82.44) Concerning dividends and share 
52.03) Prices. Study of these figures will 
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show earnings for the first six 
months of 1949 running well 
above the annual rate for the pre- 
vious year in most cases, attrib- 
utable to larger volume, operat- 
ing economies and broader mar- 
gins. This applies more signifi- 
cantly among the large and well 
integrated units in the industry. 
It will be seen that some more 
specialized concerns, such as 
Acme Steel, Continental, Superior 
and Follansbee lost some ground 
on the basis cited, chiefly because 
of poor results in the second 
quarter. For this same reason the 
six months net of the more favor- 
ably situated concerns also fails 
to reveal the downtrend in earn- 
ings characteristic in the indus- 
try since the end of March. 

Take United Staates Steel, for 
example. June quarter net of 
$1.45 per share was almost double 
the 74 cents reported in the same 
period a year earlier, but com- 
pared with $1.67 per share earned 
in the March quarter. As of July 
26, Big Steel’s backlog had been 
reduced about 25% and _ ship- 
ments for the first 20 days of that 
month had declined to a rate of 
70.3% of finished steel capacity, 
though production of ingots and 
castings held somewhat better at 
80.9%. Net billings of Bethele- 
hem Steel declined to around $351 
million in the June quarter com- 
pared with $363 million in the 
first three months, with the result 
that relative earnings per share 
shrank to $2.62 from a level of 
$3.29 in the March period. Book- 
ings of Bethlehem in the second 
quarter were $216 million com- 
pared with $314 million in the 
preceding period, while a back- 
log of $486 million on June 30 
was $136 million smaller than 
three months earlier. 

We could cite many other simi- 
lar instances to substantiate the 
effect of declining demand and 
the manner in which many of the 
large steel concerns have been 
whittling away accumulated back- 
logs in the process of minimizing 
volume losses of late. This by no 
means implies that the steel in- 
dustry is heading toward any sig- 
nificant depression similar to that 
of 1938, for instance. To the con- 
trary, there is strong reason to 
suppose that the industry’s activi- 
ties, after a brief period of re- 
adjustments, will level off on a 
satisfactory plateau which will 
sustain sales and earnings more 
in line with normal expectancies. 
If it were not for the threat of 


work interruptions, both in the 
steel industry and in the automo- 
tive area, it is probable that man- 
agements generally would view 
the near horizon more optimisti- 
cally than they now do. Even so, 
the margin of current earnings 
is likely to produce dividend 
stability for most of the leading 
steel concerns this year, though 
a prolonged strike might be an 
adverse factor in dividend con- 
siderations. 

Steel shares generally have re- 
covered rather substantially from 
their earlier 1948 lows, reflecting 
the improved market sentiment 
common with the whole list. Not- 
withstanding, yields available on 
many of the stronger steel shares 
are so liberal as to suggest that 
current prices have rather amply 
discounted most of the uncertain- 
ties that cloud the industry’s out- 
look. If further confidence de- 
velops on the industrial horizon, 
the steel shares, as usual, are 
likely to respond with consider- 
able vigor. 





Second Quarter Earnings 
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automobile industry, to which 
this concern is an important sup- 
plier, is likely to slow down for 
model change overs, and this fac- 
tor will cause the inflow of parts 
orders to manufacturers to lag in 
consequence. Some parts suppliers 
expect their volume to drop by 
as much as 25% below the first 
half year for the third and fourth 
quarters. 

The paper industry, with few 
exceptions, is undergoing read- 
justments that adversely affect 
earnings and the process may 
continue throughout the balance 
of the year. Demand for all 
classes of paper has contracted 
rather sharply and reduced prices 
have been offered by numerous 
producers in order to stimulate 
business. Eastern Corporation, 
for one, decided to take no action 
on the dividend at their meeting 
on July 30, 1949, reporting net 
earnings of only 3 cents a share 
compared with 16 cents in the 
first quarter, the latter a dis- 
couraging showing in itself. The 
company’s earnings for six 
months thus amounted to 19 cents 
a share compared with $3.68 in 
the first half of 1948. 

In contrast, however, Scott 
Paper Company, maker of facial 


551 





tissues and other specialties, re- 
ported practically no drop in de- 
mand for its products thus far in 
1949. Sales of $20.5 million were 
slightly below the first quarter 
but also somewhat higher than a 
year earlier. More importantly, 
improvement in operating effi- 
ciency widened the pretax margin 
to 11% in the second quarter, 
lifting net earnings to $1.45 per 
share compared with $1.29 in the 
March quarter and $1.11 in the 
second quarter of 1948. West Vir- 
ginia Pulp & Paper Company’s 
latest interim results have not 
yet been reported, but despite the 
industry outlook this concern de- 
clared a special extra dividend of 
25 cents a share to supplement the 
regular one of the same amount. 


improvements Pay Off 


Apparently the outlays of around 
$18 million made in post-war by 
West Virginia Pulp & Paper to 
modernize its facilities are now 
bearing fruit in the way of im- 
proved cost controls. Where many 


‘competitors spent large sums to 


expand their plants and tem- 
porarily at least now find capacity 
over ample, this concern has an 
advantage competitively in the 
manner it spent most of its post- 
war surplus earnings. Kimberly- 
Clark Corporation’s operations in 
the second quarter reflect a con- 
tinued downtrend in demand that 
was also noticeable in the first 
quarter, that is compared with a 
year earlier. Second quarter sales 
of $26.1 million, for example, 
were about $3 million lower than 
a year earlier. But the company’s 
cost controls seem to be quite effi- 
cient, for the pretax margin 
widened to 11.6% in the second 
three months of the current year 
compared with 10.8% in the first 
quarter, on virtually the same 
amount of sales. In the same pe- 
riod, net per share rose to $1.13 
against 90 cents in the initial 
three months and not too far be- 
low $1.37 earned in last year’s 
second quarter. 

A further arrival of second 
quarter reports by the oil indus- 
try shows pretty nearly all con- 
cerns in this field with net earn- 
ings headed more _ noticeably 
downward than in the first quar- 
ter. State regulatory authorities 
have cut back oil output by about 
a million barrels daily, and prices 
of some oil products have moder- 
ately softened. Oil profits in gen- 
eral dipped by about 14% in the 
first quarter, and it looks as if the 
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downtrend in the June period ex- 
panded to nearer 35%. When gas- 
oline demand begins its seasonal 
decline this fall there is a chance 
that prices may begin to dip, al- 
though increased usage of heating 
fuels may be some offset. From 
the appended statistical table it 
will be seen that second quarter 
sales of Tide Water Associated 
Oil Company amounted to $89.7 
million, only about 6% below the 
March period, but net earings of 
79 cents per share contracted 
more significantly from $1.38 in 
the same interval. A decrease in 
the sales price of fuel oils and lu- 
bricating oils, due to over sup- 
ply, plus higher labor costs large- 
ly accounted for the drop in net. 


Pure Oil Company 


Consolidated earnings of the 
Pure Oil Company for six months 
have been reported as $2.99 per 
share compared with $4.93 in the 
first half of 1948, though just 
what portion was earned in the 
second quarter does not appear 
in the interim report. The coun- 
try wide record demand for gaso- 
line pushed sales of this product 
up 7% over the first six months a 
year earlier, but decreased prices 
and volume for fuel oils more than 
offset the gain. The company’s 
large refinery construction pro- 
gram has now been practically 
completed so that income from 
these new units is a beneficial fac- 
tor. Easing of working capital 
needs has led Pure Oil to declare 
extra dividends of 25 cents per 
share for the first three quarters 
of 1949, and there is nothing to 
indicate a change in dividend poli- 
cies as yet. Similar declines in 
earnings have been reported by 
most of the big oil concerns and 
for the same reasons. Standard 
Oil Company (Ohio), for exam- 
ple, reported second quarter net 
of 94 cents per share compared 
with $2.15 for the same period a 
year ago, though the latter in- 
cluded a non-recurring profit of 
37 cents per share. 


How interim earnings can be 
radically altered by various 
causes in different periods is 
pretty well shown by the experi- 
ence of Colgate-Palmolive-Peet. 
In the second quarter a year ago 
this concern reported earnings of 
only 3 cents per share on volume 
of $52.4 million, its pretax mar- 
gin having shrunken to 1.7% be- 
cause of inventory write offs. In 
the corresponding period of 1949 
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the company managed to earn 8} 
cents a share on sales of $489 
million but this compared with 
$1.71 a share in the March quar. 
ter on volume of $54.7 million, 
In other words a decline of about 
9% in sales cut the company’s 
pretax margin virtually in two in 
the June quarter with a similar 
effect on net. The dip in volume 
and earnings reflects the general 
reluctance of store buyers to op- 
erate on anything but a hand to 
mouth basis for a while, for early 
this year the company reported 
that its inventory problems had 
been largely solved. 


In the food group, Standard 
Brands appears to have overcome 
earlier inventory problems and is 
on the way to achieving more 
normal expectancies. Volume of 
$63.3 million in the second quar- 
ter was slightly higher than in the 
first 3 months and net of 56 cents 
a share compared favorably with 
50 cents in the previous period. 
The main point here is that a 
year ago this company earned 
only 60 cents a share on sales of 
$73.2 million, and so current op- 
erations are being held on a 
rather even keel. The food group 
generally has been doing excep- 
tionally well in the readjustment 
period, largely because of rapid 
turnover in a market amply sus- 
tained by personal incomes run- 
ning at a rate of about $213 bil- 
lion per annum. Progress has 
been especially marked by Gen- 
eral Foods Corporation with sales 
of $113 million in the June quar- 
ter about $8 million above a year 
ago. Net earings of $1.18 ° per 
share compared with 99 cents for 
the second quarter of 1948. 


The brief number of companies 
we have covered illustrate sig- 
nificantly the marked impact of 
the readjustment period through 
which the economy is now pass- 
ing. It will be recognized that 
after prices become somewhat 
stabilized, the going will be 
smoother for most concerns, but 
in the long run volume stability 
will be the transcendent factor in 
maintaining satisfactory earn- 
ings. The time has come when 
many marginal concerns that 
have been prosperous since the 
end of: the war will be at a dis- 
tinct disadvantage in competing 
with strongly entrenched and well 
financed leaders in every indus- 
try. For this reason it behooves 
investors, more than ever to study 
the potentials of enterprises in 
which they are interested. 
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TO EVERYONE, THIS GULF SIGN 
STANDS FOR TWO GUARANTEES! 


e This Gulf emblem on any product stands 
for two guarantees of excellence. One visible, 


one invisible. 


The visible guarantee is evidenced by the 
plant and properties that make Gulf one of the 


TO THE ELECTRICIAN 
THIS SIGN STANDS FOR A BATTERY 





largest producers and refiners of crude oil. 
The invisible guarantee is the determination 


of Gulf to make the best petroleum products 


Gulf Oil Corporation 


that skill, science, loyal employees and alert 
management can jointly achieve. 


Gulf Refining Company 


General Offices, Pittsburgh, Pa. 








As Commodity Prices Stiffen 
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ness recession) appears rather 
naive, particularly in view of the 
inability of the Government to 
prevent prices from advancing 
even during the period of rigid 
OPA controls. OPA price ceilings 
were shattered owing to the pres- 
sure of scarcities. Department of 
Agriculture price “floors” have 
been pierced already, notably in 
the instance of wheat and corn, 
owning to the pressure of huge 
supplies. And, price floors may be 
tested further. 

The period from August until 
the end of the year normally is a 
period of easiness in farm prod- 
ucts prices, reflecting the pressure 
of seasonably heavy marketings, 
In years when industrial activity 
was declining, the easiness during 
August—December in farm prod- 
ucts prices has been pronounced. 
In 1937, when industrial activity 
Was declining, farm _ products 
prices declined 18 percent during 
this period despite government 


AUGUST 27, 1949 


price support programs and heavy 
impounding in government loans. 
There has not been a year of de- 
clining industrial activity in the 
late Summer and Fall since then. 
The supposed efficacy of the fed- 
eral farm price support programs 
in recent years has been due in 
large measure to rising industrial 
activity, inflationary psychology, 
and heavy European demands 
upon United States supplies 
rather than to the support pro- 
grams themselves. 

If the seasonal rise in business 
this Fall is no greater than nor- 
mal or is less than normal, fed- 
eral farm price support programs 
are likely to merely prevent 
prices from falling as much as 
they otherwise might have. The 
programs are likely to be effec- 
tive only if the fall business up- 
turn is greater than normal, 
thereby contributing to a revival 
of inflationary psychology. The 
Government cannot circumvent 
the law of supply and demand 
unless other factors are favor- 
able. The 1949 corn crop is very 
large, and storage space on farms 
is totally inadequate for keeping 


enough corn off the market to 
make the government loan effec- 
tive. Prices of fats and oils have 
soared recently following the an- 
nouncement that a government 
loan well above the previous mar- 
ket value would be made on cot- 
ton seed. Formerly, cottonseed 
always had been carefully omit- 
ted from all price support pro- 
grams since lack of proper 
storage facilities and the tend- 
ency of the seed to spoil precluded 
the possibility of a workable loan 
program. The impossible may be 
accomplished this year but seems 
doubtful. 


Price Trends Spread 


Weakness in corn would in- 
fluence other grains and animal 
and animal products. The entire 
fats and oils price structure 
would topple if the cottonseed 
loan program proved to be un- 
workable, as it probably will. 
Other farm products prices would 
not be able to stand up if corn 
and cottonseed prices weaken. 

Foreign demand for commodi- 
ties from the United States, par- 
ticularly for farm products, is 
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unlikely to provide in the near 
future the same degree of sup- 
port that it provided last year 
and two years ago. During the 
first six months of ECA history, 
45 percent on almost half of the 
total sums authorized were for 
food, feed, and fertilizer. In the 
last quarter of the fiscal year 
ending June 30, 1949, ECA 
authorizations for food, feed, and 
fertilizer were equal to only 28 
percent of the total. With the food 
crisis definitely past, Europe is 
concentrating on rebuilding her 
industrial and _ transportation 
equipment. Even though ECA 
appropriations have been re- 
duced, European buying of these 
and other durable goods is ex- 
pected to increase, leaving only 
limited funds available for farm 
products. The shortage of dollar 
exchange definitely limits the for- 
eign market for American com- 
modities. Exchange is being con- 
served for machinery, transpor- 
tation equipment, etc. that will 
build up the economies of the 
various countries not only in 
Europe but in Latin America and 
the Near East. 

If the rather steep decline in 
farm products prices is resumed 
this Fall, prices of other com- 
modities would be unlikely to 
stand up. Non-farm commodities 
would be unlikely to hold, of 
course, if the seasonal] fall upturn 
in business proved to be less than 
normal. 


Lower Prices Indicated 


Taking into consideration sea- 
sonal factors influencing com- 
modity prices and the distinct 
possibility that the improvement 
in business sentiment has been 
much greater than the actual im- 
provement in business, the odds 
appear to be in favor of an early 
resumption of the general com- 
modity price downtrend. It could 
be, of course, that business has 
been given sufficient momentum 
to register more than seasonal 
improvement this Fall, in which 
even resumption of price defla- 
tion might be postponed until late 
1949 or early 1950. 

Whether resumption of the 
general commodity price decline 
occurs within the fairly near fu- 
ture (as we think likely) or is 
postponed for several months, 
one fact appears fairly certain at 
this juncture. That is, that the 
post-World War II commodity 
price deflation still has a long 
way to go. It may be a year or 
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two before prices begin to “bot- 
tom out.” Prices advanced for a 
long time, from August 1939, un- 
til August 1948, during which 
period the BLS all-commodity in- 
dex rose 119 percent. The decline 
of 10 percent since the August 
1948 peak has been entirely in- 
adequate to correct the numerous 
maladjustments of the war and 
postwar periods. Commodity 
prices as a whole may never 
again approach pre-war levels ex- 
cept perhaps in the depth of some 
very serious future business de- 
pression. However, a further de- 
cline of 15 to 20 percent, as 
measured by the BLS price in- 
dex, appears to be the most likely 
probability before the post-World 
War II deflation can be said to 
have been completed. 





Price Rebound in 
Non-Ferrous Metals 
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that present copper sales are ab- 
normally low, reflecting continua- 
tion of the recent industry read- 
justment. 

As the situation shapes up, there 
are arguments that can be pre- 
sented on both sides, especially 
where duty considerations are con- 
cerned, but even so it would seem 
that investors holding stocks of 
sound, low-priced producers, 
strong in Treasury resources, such 
as Kennecott and Phelps Dodge, 
have nothing to fear. Moreover, 
despite the sharp recovery in 
prices of these issues, indicated 
dividend yields remain attractive, 
even without consideration of ex- 
tra or special disbursements. 


Price Forecasts At Variance 


Price forecasts in the non-fer- 
rous metal industry are at consid- 
erable variance. However, one 
thing seems certain, and that is 
that the levelling-off process has 
been completed and that all base 
metals will be sensitive to new de- 
mand from industrial and Gov- 
ernment sources for the remain- 
der of the year and well into 1950. 
Beyond that, the trend cannot be 
clearly defined, or predicted. 

But over the near term, it is not 
too much to suppose that copper 
will be able to recover further and 
find stability at around $0.181%4 a 
pound, which would mean satis- 
factory earnings for important, 
low-cost producers. And this fore- 
cast does not take into account the 

































possibility of a sudden and sha 
surge in buying for the Goveniuachir 
ment stockpiling account for eme 
gency purposes, over and abo 
the new-indicated total. 

Lead, as has been brought ov 
has staged a substantial reboun 
from the low point of $0.12 
pound, and there is growing ey itton 
dence that additional price aif octior 
vances to beyond the present qu hich 1 
tation of $0.1512 may be in sto ore tt 
for this metal before the markg.. pri 
stabilizes. For zinc there is goof.-hin 
prospect that firmness will set i ald, ca 
around the $0.10 level, now jj nning 
force; with perhaps some chang nly to: 
of a further bulge of, say, a cen ignals 
a pound. If this further recoverg, one 
takes place, the zinc indust iressed 
would certainly not show the d ther. . 
cline in earnings and dividen§.., 
payments that is now suggestei hroug! 
by its over-all position. In conne. rozen 
tion with aluminum and alloy me ied by 
als, the price picture remains sa ur: { 
isfactory, even in face of growinghy pox, 
supplies. temper 

Although the price structure it pperate 
the industry has undergone a se) pr 
vere test over recent months, this old. N 
weakness appeared to have beef... 
thoroughly discounted in the pric } ith, 
of different base metal shares. 01 
the other hand, there is consider} Mact 
able difference of opinion as ta ar 
whether such stocks have fullpetiner, 
discounted the recent bettermentfé Wart 
even though many are selling clos" 00 
to the highs of 1949. aes 

Actually, the non-ferrous list igtdust 
in far stronger technical positio millior 
than it has been for many monthsptoduc 
Large investment holdings appearp" “44° 
to have remained intact and nevpune) 
buying is being generated in many" fai 
of the higher-quality equities bypear) - 
the good yields still being offered} PYo 

Investors should realize, too, tly 
that unlike the pre-war period vamp 
the present price structure is no ee | 
topheavy because high operating} i 
costs at the mines, chiefly wages} Bui 
will, of necessity, brake any dras}lopins 
tic price declines, and that furftess te 
thermore, the cushion under copfTeces 
per, lead and zinc, that exists/Mana: 
through potential purchases for{lool 
military purposes, will act as ajAlexa 
very formidable bulwark against}presic 
a renewal of the recent reaction-}g0 tl 
ary trends. perm) 

Just as in other sections of the}274 | 
stock market, discrimination is es but th 
sential in the selection of non-fer-|?rte 
rous metals. For this reason toof!W § 
much emphasis cannot be placed lack ( 
on the requirement for a carefulpome: 
appraisal of each individual situa-}St-s 
tion. For 
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(Continued from page 539) 
ight oufhan a year previous. 
rebouf food packaging machinery is 
$0.12 $eing rapidly reduced to the push- 
Ing eV#itton stage. Here again it is a 
rice afuestion of cutting labor costs, 
ent qui hich last year were 18c an hour 
IN Sto ore than in 1947 and this year 
Mark#.. probably still higher. Food 
1S 20achinery, biggest producer in the 
Il set eld, can now mechanize a whole 
noW Wanning plant, labor being needed 
 Changinly to check instruments and give 
> & ClKionals. Fruit or vegetables go in 
ecoverf: one end and sealed and ad- 
—_ iressed cartons come out at the 
e dk ther. A continuous freezer four- 
en feet high has been built, 


































lividen( 
SSestehrough which packages of un- 





oe ae rozen fruit or vegetables are car- 
OY Meth ied by conveyor belt for over an 
— Sahour; they emerge at the rate of 
TOW INH) boxes a minute ready for low 
temperature warehouses. Only one 
erator is necessary. Machines 
ill probably be leased rather than 
sold. New machines have been de- 

“Weloped to can free-stone peaches 
oan hitherto a hard fruit to handle. 


nsider{ Machine tools are the most “cycli- 
1 as teal” are variable section of the ma- 
e fyllfehinery industry. After reaching 
rment Wartime peak output of $1,320,- 
2 clos#!00,000 in 1942 — nearly seven 
imes the 1929 high level — the 
s list igadustry slipped below the $300 
Ositioniillion level last year. The official 
ronthsproduction index stood at only 63.7 
appear in May (it was probably lower in 
1d newpune) against 70.1 in April and 93 
1 man! March (the high thus far this 
ies by year). The industry is now geared 
ffered} produce about $600 million ma- 
ton hine tools annually, and is cur- 
a: an rently running at less than half of 
‘a ae tapacity. It has also suffered from 
rating) ™°e cutting vs. higher costs. 


wages} Builders of machine tools are 
- drasfioping for a fall upswing in busi- 
t furfness to pull them out of the current 
r cop} recession.”” Tell Verna, General 
existsjManager of the National Machine 
2s forffool Builders Association, and 
, as afAlexander Bryant, recently its 
rainstfpresident, thought several weeks 
ction-Rgo that the pick-up might even 
permit the industry to surpass the 
of the}i274 million sales mark of 1948, 
‘is es put this seems doubtful. They re- 
n-fer-Jorted that many companies were 
n tooftow seeking to make up for the 
slaced|ack of high volume enjoyed for 
rrefuljome years, through installation of 
situa-}ost-saving equipment. 


Foreign governments have asked 
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for $75 million worth of machine 
tools in the current ECA appropri- 
ations. Foreign exports normally 
make up about a quarter of the in- 
dustry’s output. Congress’ action 
on ECA appropriations will natu- 
rally affect the outlook. Leaders of 
the industry have also warned 
against reducing the country’s de- 
fense stock-pile of 100,000 ma- 
chine tools, which they assert is 
being depleted by withdrawals. 


A new company, Amertool Serv- 
ices, Inc., has been organized by 
eleven machine tool companies 
with the idea of financing exten- 
sion of credit to Latin American 
buyers. The new company expects 
to get a $3 million revolving credit 
from the Export-Import Bank. 
Unfortunately, however, South 
African business is now greatly 
handicapped by dearth of dollar 
exchange. 


Stable Orders Possible 


The tool makers are hopeful 
that, when the record activity of 
the automotive industry begins to 
wane, it will begin to order new 
machine-tool equipment. Presi- 
dent Geier of Cincinnati Milling 
Machine Company — biggest and 
best-entrenched tool maker — has 
stated that over 95% of all the 
machines in industrial use today 
are of prewar type, embodying 
ideas of more than a decade ago. 
Automobiles are still only a little 
different mechanically from pre- 
war models; the coming new 
higher compression engines and 
greater use of automatic trans- 
missions will require new machine 
tools. 

Of course the increased use of 
machinery as well as the replace- 
ment of obsolete units is depend- 
ent on the supply of capital funds. 
During the war profits were heav- 
ily taxed or were absorbed by “re- 
negotiation” with the result that 
profit margins almost reached the 
vanishing point in many cases. 
However Federal funds were read- 
ily forthcoming and were spent or 
loaned in huge amounts for the 
installation of machinery of all 
kinds—the machine production in- 
dex stood around 440 level during 
1943-4. Later, industry itself de- 
voted about three-quarters of its 
large post-war profits to installing 
new facilities (plus sorely needed 
working capital) using only one- 
quarter for dividends. Currently 
earnings are coming down and 
dividends going up, which tends 
to reduce capital funds. 





Corporation 
DIVIDEND 


JM Johns-Manville 
44 


ea ooucrs 
The Board of Directors declared a dividend 
of 40¢ per share on the Common Stock pay- 
able September 9, 1949, to holders of record 

August 29, 1949. 
ROGER HACKNEY, Treasurer 








SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 127 


A QUARTERLY DIVIDEND of One Dollar and 
Twenty-five Cents ($1.25) per share on the Com- 
mon Stock of this Company has been declared pay- 
able at the Treasurer’s Office, No. 165 Broadway, 
New York 6, N. Y., on Monday, September 19, 1949, 
to stockholders of record at three o’clock P.M., on 
Monday, August 29, 1949. The stock transfer books 
will not be closed for the payment of this dividend. 
J. A. SIMPSON, Treasurer. 
New York, N. Y., August 18, 1949. 





Since the war many new fac- 
tories have been built, particu- 
larly in the South, in line with the 
new trend of decentralization of 
industry. These new factories re- 
quired machinery, thus largely ac- 
counting for the above-normal 
trend of the index. But it is doubt- 
ful whether a very large propor- 
tion of obsolete equipment in the 
older factories has been replaced. 
Much of this equipment is “bor- 
derline” of course—useable only 
when business remains active. As- 
suming that business activity re- 
mains at present levels over the 
next two or three years, the ma- 
chinery industry should give a 
reasonably good account of itself 
and this segment of the industry 
seems to have passed its bottom. 

The outlook for machine tools, 
as indicated above, is more prob- 
lematical, but some recovery from 
present levels seems indicated. The 
industry which is the biggest user 
of machine tools—the automobile 
makers—has been hanging up new 
production and earnings records 
this year, and hence is still well 
heeled to buy machine tools when 
it decides to bring out basically 
new models. 

Chairman McCabe of the Fed- 
eral Reserve Board recently told a 
committee of Congress, which is 
seeking pointers as to how to 
maintain business prosperity, the 
measures which he considers nec- 
essary to induce the public to pro- 
vide equity funds for business ex- 
pansion. Among these are the 
elimination of double taxes on div- 
idends, reduction of individual 
high surtaxes, and removal of re- 
strictions on insurance company 
investments in stocks. All of these 
measures have been previously 
advocated but reiteration by the 
top U. S. banker may make Con- 
gress more receptive. Such help 
must be forthcoming if the ma- 
chinery industry is to be main- 
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tained in strong position, and 
American business is to further 
increase the efficiency of labor. 
The cooperation of stockholders 
in furnishing capital funds—not 
fully obtained since the 1920s— 
must be forthcoming on a larger 
scale. 

The machinery and machine tool 
industries are very cyclical, and 
earnings and dividends are apt to 
be erratic. For this reason gener- 
ous yields are available. Price- 
earnings ratios are apt to wander 
all over the map; even such a well 
rated stock as Babcock & Wilcox 
sold at 21 times earnings at its 
1946 high, and in 1947 narrowed 
to only 4 times earnings. Bullard 
sold at 40 times earnings in 1946, 
reported a deficit in the next year, 
and in 1948 sold at only 8 times 
earnings. Monarch Machinery, 
which has paid dividends since 
1913, seems to be steadier. 

Obviously, investments in this 
industry call for considerable 
study—but may yield correspond- 
ingly large returns. 





Deficit Financing 





(Continued from page 523) 


at 1.023%, or $200 million more 
than were required to meet matur- 
ing issues. This marked the first 
step since the end of World War 
II to embark on deficit financing. 
In each of the two following weeks 
additional offers for $1 billion 91 
day bills were accepted, and on 
each occasion borrowing in excess 
of refunding requirements was a 
feature. Total new money thus 
raised in the first three weeks of 
August amounted to nearly $450 
million. It looks as if these same 
policies to borrow additional funds 
through the medium of low rate 
bills will continue until the Treas- 
ury Department can decide how 
best to arrange its deficit financ- 
ing as well as to refund substan- 
tial amounts of longer term bonds 
at lower rates. 

The Treasury has already an- 
nounced plans to redeem over 


$4.37 billion 2%, 314% and 214% . 


bonds on December 15 next, and 
in view of the rising deficit prob- 
lem, it seems certain that a new 
issue will replace the old ones. 
Talk is that a five-year note may 
be offered with a yield around 
132%. These prospective refund- 
ing operations, along with others 
certain to come along, of course 
complicate somewhat the more 
normal ease with which deficit fi- 
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nancing can be arranged, but there 
is always a chance that continued 
offerings of E bonds will swell the 
cash intake of the treasury. Cash 
deficits also are curtailed by sales 
of tax notes to industrial concerns 
in anticipation of future collec- 
tions. On balance, the Treasury 
managed to redeem about $5.3 bil- 
lion of marketable debt in fiscal 
1949, but the tide has turned and 
in fiscal 1950 outstanding obliga- 
tions of one kind or another are 
bound to rise now that deficit fi- 
nancing has entered the picture. 

Perhaps transcending financial 
considerations of pump priming, 
is the subtle manner in which defi- 
cit financing tends to tighten the 
stronghold of the State upon in- 
dividual liberties. The need for 
Government outlays in excess of 
receipts, except in genuine emer- 
gencies, is based mainly on con- 
cepts of political origin that favor 
broader distribution of income 
and wealth, regardless of adminis- 
trative costs. This process, out- 
wardly appealing as it may be, is 
the inevitable forerunner of polit- 
ical favoritism, expanding Fed- 
eral controls on every hand, and if 
carried to excess the breeder of 
future economic troubles. 





Answers to Inquiries 
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While sales and prices declined, 
material and labor costs con- 
tinued at extremely high levels 
and, in some cases, even in- 
creased. Inventories are concur- 
rently composed of new types of 


merchandise which are in de- 
mand. 
After declaration of regular 


quarterly dividends of 87!% cents 
per share on the 3.50% preferred 
stock, and $1.05 on the 4.20% 
preferred stock, a quarterly divi- 
dend of 30 cents was declared on 
the common stock for the third 
quarter. This compares with a 
previous quarterly rate of 50 
cents per share. 

This represents a total declara- 
tion for the first nine months of 
this year of $1.30 per share on 
the common stock as compared 
with $1.70 for the same period 
last year. The latest 30 cent com- 
mon dividend is payable on Sep- 
tember 10th. 

U. S. Plywood Corporation 

“Please furnish information as to 
sales trend, expansion program and net 


income of U. S. Plywood Corporation.” 
S. R., Dallas, Texas 


THE 
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For the fiscal year ended Apri 
30, 1949, sales of United Stata 
Plywood Corporation and its con. 
solidated subsidiaries were $67, 
130,000, compared with $62,553. 
000 during the previous fiscal year, 
These figures do not include sales 
of U. S.-Mengel Plywoods, Ine, 
and Siulslaw Forest Products, Ine, 
each about 50° owned by U. §, 
Plywood. 

Net earnings for the company 
and its consolidated subsidiaries, 
after provision for taxes on in- 
come and after dividends on pre- 
ferred stock, were $6,133,300, 
equal to $4.29 per share on the 
1,428,755 shares of common stock 
outstanding at the end of the fiscal 
year. This compared with con- 
solidated net profit, after provi- 
sion for taxes on income and after 
preferred dividends, of $7,391,700 
equal to $5.28 per share on 1,399, 
551 shares of common stock out- 
standing at the end of the previous 
fiscal year. The results of the fiscal 
year ended April 30, 1949 reflect 
$1,100,000 of year-end adjust- 
ments, principally inventory 
write-downs. 

In addition, the company’s 
equity in undistributed earnings 
of U.S.-Mengel Plywoods, Inc. and 
Siuslaw Forest Products, Inc. 
amounted to $141,000 for the year 
ended April 30, 1949 compared 
with $564,000 the preceding year, 
equal to 10c and 40c per share, re- 
spectively, on common shares out- 
standing at the end of the respec- 
tive fiscal years. 

Cash dividends amounting to 
$1.00 per share were paid on the 
common stock during the fiscal 
year ended April 30, 1949, and an 
extra 2% dividend was paid in 
common stock. This compares with 
$1.40 per common share paid in 
cash during the previous fiscal 
year. 

During the rapid growth of the 
past ten years, the company has 
pursued a conservative dividend 
policy which permitted the finan- 
cing of a large portion of its ex- 
pansion program out of earnings. 
The company also raised addi- 
tional funds by the sale of stock 
and debentures. The company now 
has outstanding, in addition to its 
common stock, $5,435,400 of 334% 
Cumulative Preferred Stock, and 
$3,760,000 of 314.% Debentures. 
Notes payable under timber pur- 
chase contracts amount to $1,190,- 
771. 

The company is constantly seek- 
ing to develop new products in its 
line and has made great progress 
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in the thirty years of its existence. 
Pillsbury Mills 

“Please explain reason for the decline 
in sales and net income of Pillsbury 
Mills.” C. H., Walla Walla, Wash. 

Pillsbury Mills, Inc. sales for the 
fiscal year ended May 31, 1949 
dropped to $200,488,933 from 
$226,944,725 in the previous year. 
The decline reflected lower wheat 
prices and short bakery and 
grocery pipe-line inventories on a 
falling market. 

Earnings for the year declined 
to $2,274,155, equal to $3.51 a 
common share, from $3,736,522, 
or $6.13 a share in the preceding 
twelve months. 

During a time when much of the 
four milling industry has been 
having difficulty in showing any 
profit, Pillsbury not only showed 
earnings over dividend require- 
ments, but also reported a record 
of expansion, and of better market 
position and bettering of its fu- 
ture position. 

Dividends of $2.00 per share 
were paid on the common stock for 
the year, the same as in the two 
preceding years. 

Operations during the past year 
were difficult, however, the Wells- 
burg paper plant and the com- 
pany’s two soybean plants were 
operated at capacity, and sales of 
Pillsbury Best flour have increased 
in the last few years despite a sub- 
stantial drop in home baking and 
the family flour business. 

The company’s private export 
business improved, although vol- 
ume through the Marshall Plan 
has fallen off. 

Balance sheet as of May 31, 1949 
showed current assets of $38.272,- 
567 and current liabilities of $6,- 
580,446. 





Administration’s Global De- 
velopment Program; Can It 
Cure World’s Economic Ills? 





(Continued from page 521) 
advisedly part with his funds. 
There will have to be some kind 
of assurance that foreign inves- 
tors will not have their capital 
appropriated or nationalized, that 
they will not be discriminated 
against (in some countries min- 
eral rights, for example, cannot 
be held by a foreigner; in others 
costly legislative permission must 
be obtained to hold such rights), 
and that they will not be saddled 
with unexpected or discrimina- 
tory taxes. The chronically unfa- 
vorable balance of international 
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payments is another important 
reason why an investor should 
think twice before committing his 
funds. A chronically unfavorable 
balance of payments. usually 
means transfer difficulties for 
profits and earned interest. 

In general, the Administra- 
tion’s global Development Pro- 
gram during the next few years, 
is likely to be confined to the prep- 
aration of “favorable climate” for 
large-scale investments in the fu- 
ture. It is likely to be limited to 
studies of the capital invest- 
ment problems of individual coun- 
tries, to the assistance of the 
U, S. Government, international 
(United Nations) and foreign 
government agencies and private 
organizations that are either giv- 
ing technical assistance to for- 
eign countries or promoting hous- 
ing, educational, or health pro- 
grams. If more money is made 
available, possible projects aim- 
ing at increasing transportation 
facilities — in order to open up 
natural resources—may be under- 
taken. At any rate, the “Point 
Four” program, or the “Global 
Fair Deal’ as it is sometimes 
called, is not likely to reach large 
proportions until the Marshall 
Plan runs out in 1952, until West- 
ern Europe is well provided with 
armaments, and until Congress in 
general is in a better mood to 
provide more money for it. 





As I See It! 
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progress. An example is the Brit- 
ish rubber trade which we may 
find it to our advantage in the 
long run to support in spite of 
our own synthetic rubber ca- 
pacity. 

Of course, all dollar income is 
not from direct trade with U.S. 
It may come to other countries 
from multilateral trading with 
other nations who build up dollar 
balances through their American 
trade. It can come, too, from 
trade with other nations in the 
“dollar area” such as Cuba, Cen- 
tral American and Caribbean 
countries — some of which are 
heavy importers. 

But our greater purchases of 
foreign products is the most im- 
portant and successful way to a 
flourishing world trade — to a 
sound world economy. It can even- 
tually provide the profitable an- 
swer to our tremendous produc- 


tive capacity. “Buy American” 
can become shortsighted if it is 
carried to extremes. 





The Market After Labor Day 





(Continued from page 515) 
production, commodity prices or 
corporate profits are going to get 
back to the levels of last autumn. 
It is still probable that total cor- 
porate earnings for the year will 
be down at least 20%, with 25% 
more likely. In this view, there is 
nothing to feed a sustained market 
rise, regardless of deficit financ- 
ing by the Government, the Re- 
serve Board’s anti-deflation credit 
policy and the resultant firmness 
of the high-grade bond market. 

Recent constructive tax sugges- 
tions by Mr. McCabe, chairman 
of the Federal Reserve Board, and 
by Senator George have aroused 
considerable interest, but cannot 
be taken too seriously. Each 
speaks only for himself, not for the 
Administration. As long as Gov- 
ernment spending is rising, taxes 
are not going to be reduced. The 
political climate which determines 
Federal spending and taxes can- 
not change at least before the Con- 
gressional elections over a year 
hence. In fact, as long as a major- 
ity of voters support the Fair 
Deal, the Administration can be 
expected to demand higher taxes 
on corporations and persons above 
the lower-income classes when- 
ever the basic business situation 
gets strong enough to permit it. 
This and other implications of the 
Fair Deal, the endless “cold war” 
with Russia and the dubious busi- 
ness outlook after the current re- 
bound has run its course are for- 
midable obstacles to more than 
temporary and limited upswings 
in stock prices for the presently 
foreseeable future. This is no time 
to buy stock. Maintain the conser- 
vative reserves heretofore recom- 
mended.—Monday, August 22. 
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BOOK REVIEWS 





AUDITS AND EXAMINATIONS 
By Christian Oehler 

This book is designed as an instruction 
manual in audit and examination pro- 
cedures for accounting students as well 
as practicing accountants. The primary 
objective is to provide training in the 
techniques and practice of auditing. 
Throughout, the emphasis is on stand- 
ards and procedures; the theory of ac- 
counting is treated briefly, as needed. 
The text analyzes the practical problem 
of what to do in auditing and examina- 
tion procedure. Each procedure is pre- 
sented in a form enabling the students 
and the practicing accountant to know 
what to do when confronted with a given 
situation. In addition, sufficient sugges- 
tions are provided to help the reader to 
reason out for himself the purpose 
which underlies each standard practice. 
The material in this book has been tested 
in classes conducted by the author at 
Fordham University. It also has been 
checked with the procedures in use by 
several of the largest firms now engaged 
in the public practice of accounting. Al- 
together it is a very useful and modern 
treatise. 
American Book Company $5.25 


1949 COMMODITY YEARBOOK 
Sharp price declines for numerous 
commodities should be expected soon, say 
the editors of the 1949 Commodity Year 
Book, published today by Commodity 
Research Bureau, Inc. Certain commodi- 
ties still relatively high priced, such as 
building materials and some metal prod- 
ucts, may be expected to follow the price 
decline pattern established by foods, 
textiles, and others which already have 





had substantial post-war price contrac- 
tions, according to the 1949 edition of 
this noted “bible” of the commodity 
trades. 

This year’s edition of Commodity Year 
Book features several original research 
studies in addition to the annual statisti- 
cal and chart compilations for each of 
the basic commodities of agriculture and 
industry. The study which discusses 
major price trends is entitled, “How 
Commodity Prices Move.” 

“Specific commodities or groups may 
lag or go contrary to the trend of the 
overall average but in the long run they 
tend to follow,” according to the editors, 
who call attention to the recent decline 
in prices of farm products which are 
“highly sensitive and usually precede the 
major swings in the commodity price 
level.” Textile products are also cited 
as a group that often leads in any major 
commodity price level change such as the 
post-war commodity decline. 

Commodities that lag but eventually 
follow the others include metal products 
and building materials. The survey 
shows historical precedents and dis- 
cusses the current phases of the post- 
war commodity decline. Other feature 
studies include a comprehensive analysis 
of modern hedging practices on the 
futures exchanges. This study warns 
that hedging is not always advisable and 
that there are numerous pitfalls to be 
avoided by companies who use the fu- 
tures markets for hedging to minimize 
price risks. 

Following the sections devoted to 
special studies, the Year Book contains 
eighty-five separate sections, each cover- 
ing a different major raw or semi- 


finished product. Each section contain; 
statistical records of production, con.- 
sumption and prices plus interesting 
price charts and supplementary editorial 
data on facts about sources of supply, 
end uses, governmental influences, price 


motivating factors and other data. 
After reviewing this year’s 472 infor. 
mation-packed pages, it is easy to under. 
stand why the annual publication of 
Commodity Year Book is awaited eager. 
ly by commodity traders, banks, brokers, 
editors, libraries and the thousands of 
companies who produce, process or pur- 
chase commodities. 
Commodity Research Bureau, Inc. $10.00 


THE THIRSTY LAND 
By Robert de Roos 

Californians have been uncomfortably 
aware of the alternate flood and drought 
conditions existing in their Central Val- 
ley. They know this waste of arable land 
is a threat to a growing population and 
the state’s future economic welfare, and 
their hopes are pinned on that nationally 
debated enigma—the Central Valley 
Project. 

Under the state and later under the 
United States Bureau of Reclamation, 
the Project has had an adventurous his- 
tory. Many a political squabble has 
raged over the Central Valley. Fights 
between government and private inter- 
ests, small farmers and large landhold- 
ers, Reclamation Bureau and Army en- 
gineers are still slowing up the Project’s 
completion. 

This is the inside story of California’s 
Central Valley Project, told from the 
objective viewpoint of the reporter. San 
Francisco newspaperman Robert de 
Roos has assembled a mass of facts into 
an enlightening and readable account. 
Thirty-nine remarkable photographs 
make striking illustration. 

Stanford University Press $4.00 
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EXPECTATION IN ECONOMICS 
By G. L. S. Shackle 

The problem of expectations, the eco- 
nomic significance of the distinction be- 
tween the course of expectations and the 
actual course of events, has been stressed 
by leading economists in recent attempts 
to analyze and understand the trade 
cycle. It had become clear that the time 
had arrived when someone ought to 
study in detail the nature and causes of 
expectations. This is what Mr. Shackle 
has atempted in this highly original 
book. The main questions to which he 
seeks answers may be summarized thus: 
What are the purposes and ingredients 
of an expectation? What determines the 
degrees of belief? Can these be meas- 
ured? How do expectations influence 
actions? The argument is developed with 
great clarity and ingenuity; Mr. Shackle 
analyzes the varying nature of expecta- 
tion, gambler-preferences, the effects of 
time in clarifying situations, of combina- 
tions or risks, and so on; the traditional 
theories of probability are shown to be 
irrelevant to the essential problems of 
expectation; some special mathematical 
technique needs to be developed and ap- 
plied. 
Cambridge University Press 


MONETARY MANAGEMENT 
By E. A. Goldenweiser 


This book presents in brief form the 
essential elements of monetary manage- 
ment in the United States from 1914 to 
1948. It indicates the role played by 
money in the economy, and the powers 
of monetary authorities in regulating 
the volume, availability, and cost of 
money. It reviews the experience of 
American monetary management since 
the establishment of the Federal Reserve 
System in 1913, and outlines the prob- 
lems that confront it at the present time. 

In this study Dr. Goldenweiser looks 
at the immediate requirements of mone- 
tary policy in relation to the mainte- 
nance of high stable production and 
employment. Here is a clear presenta- 
tion of the thought that has been given 
to curbing, through a more elastic cur- 
rency, rapid credit contractions as well 
as speculative booms. The means avail- 
able to the Federal Reserve System in 
working toward this end are described. 

This book gives you an authoritative 
evaluation of the position of a central 
reserve banking system in relation to 
the conditions, domestic and world- 
wide, that prevail today and may be 
anticipated for several years ahead. 
McGraw-Hill $2.75 


560 


MONEY IN A MAELSTROM 
By J. W. Beyen 

A leading participant in international 
efforts towards cooperation in the finan- 
cial field during the last 30 years ex- 
plains here the evolution of modern 
monetary theory in the practical terms 
of day-by-day history. The author calls 
himself “a practitioner speaking a prac- 
tioner’s language, not an economic 
wizard speaking the wizard’s jargon” 
in which modern economic theory is so 
often presented. 

The book gives a lively and illuminat- 
ing account of the international con- 
ferences since the first world war, show- 
ing the reasons why those conferences 
were held, what they accomplished, and 
wherein they failed, with many interest- 
ing sidelights on the chief personalities 
and much information not heretofore 
generally known. 

The author makes clear, particularly, 
the change in economic thinking during 
this period. Beginning with a brief sur- 
vey of the years of recovery after the 
first world war, he shows the differences 
between the gold standard as restored in 


1925 and its predecesors. He discusses ° 


the reasons for the collapse of the gold 
standard in 1931, showing how Central 
Europe, particularly Germany, was 
financed between 1925 and 1931 and the 
effects of the financial crash in Central 
Europe. In describing what happened in 
the international field after 1931, he 
points out the new conceptions that were 
being generated in conflict with official 
opinion, which clung to the golden rules 
of the past. 

Final chapters discuss the new mone- 
tary ideas developed during and since 
the war, and explain their implementa- 
tion in the Bretton Woods monetary sys- 
tem. The operation of the Marshall Plan 
and other current developments in inter- 
national finance are all clearly de- 
scribed. Here is a book that explains the 
mysteries of international finance in a 
human, understandable way — a book 
richly informative to anyone seeking 
light on the international economics and 
agreements of the past 30 years and on 
modern monetary theory. 


Macmillan $3.25 


INCOME TAX ADMINISTRATION 


Symposium conducted by the Tax Institute 
With federal and state income taxes 
higher than they have ever been before 
in times of peace, and with indications 
that they may be even further increased, 
the study of income tax administration 
is becoming increasingly urgent if we 


THE 
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are to minimize inequities and attain th 
greatest efficiency. Although there may 
be only limited opportunities for genera 
tax reductions in the foreseeable future 
this book points out that there are many 
inviting opportunities for the improve. 
ment of tax administration and to mak 
taxes more bearable. Expounding th 
considered opinions of dozens of eminent 
authorities, the text covers thoroughly 
every phase of the subject, from the re 
sponsibilities of the various branches of 
Congress to depreciation allowances and 
pension plans. Business executives and 
tax students will find this an excellent 
treatise. 


Tax Institute, Inc. $6.0) 


BASIC ACCOUNTING 
By Ralph L. Boyd and Robert J. Dickey 
Although this text is designed pri- 
marily to provide material for a general 
course in accounting, it is flexible enough 
to be used both by the student and the 
practical business man. The first few 
chapters describe the nature of account- 
ing and its usefulness, and also deal with 
the terminology, content, and prepara- 
tion of financial statements for a wide 
variety of business organizations. Sub- 
sequent chapters explain the reasons for 
making adjustments in the bookkeeper’s 
trial balance before preparation of the 
financial statements. The closing chap- 
ters deal with the accumulation of data 
for preparing reports, reasons for the 
periodic closing of the general ledger, 
the use of subsidiary reports, the con- 
trol of cash items, verification and the 
work of auditors, the interpretation of 
data in periodic financial statements, 
cost accounting, and tax problems. Re. 
plete with pertinent analytical questions, 
the text should find itself on the shelf of 
many students and executives. 


Rinehart & Company, Inc. $5.00 


THE ECONOMIC THEORY OF COST 
OF LIVING INDEX NUMBERS 
By Melville J. Ulmer 

This book explores the problem of 
measuring changes in living costs over 
time with a view to determining an effec- 
tive method for approximating these 
changes and a method of estimating the 
reliability of such measurements. In 4 
thorough manner the text discusses the 
nature and role in scientific research of 
definitions of economic terms. Although 
the work is highly theoretical, it has its 
practical aspects in arriving at conclu- 
sions which will enhance in the foresee- 
able future the usefulness, meaning and 
accuracy of currently computed index 
numbers. The text ends with a demon- 
stration of how results achieved may be 
put to use and how assumptions made in 
theory may be reconciled with fact. 
Columbia University Press $2.00 
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Boost your employee-participation in 
the Payroll Savings Plan and you 
boost your production! 

You are skeptical? Then consider 
this logic: The more U. S. Savings 
Bonds an employee holds. the more 
secure he feels. The more secure he 
fecls, the greater his peace of mind — 
the more contented he is with his job. 
Results? Less absenteeism. less labor 
turnover. fewer accidents. End result: 
increased production, 

And you needn’t depend on theory 
alone. For those company benefits of 
the Payroll Savings Plan are borne out 
in the experience of more than 20,000 
companies promoting the Plan. 


LONG-RANGE BENEFITS, TOO 
Bond sales spread the national debt. 


thus increasing our national economic 
security. And, of course. what’s good 
for that is also good for you and your 
business. 

The individual Bond Buyer gets back 
$4. when his Bonds mature. for every 
$3 he invested. That's a boon for him, 
and—multiplied by millions of Bond 
holders—represents a huge backlog 
of purchasing power that will help 
assure national prosperity through the 
vears ahead, 


IT’S EASY TO BOOST PARTICIPATION 


1. See that a top management man 
sponsors the Plan. 

2. Secure the help of the employee 
organizations in promoting it. 


3. Adequately use posters and leaflets 


and run stories and editorials in com- 
pany publications to inform employ- 
ees of the Plan’s benefits to them. 
4. Make a person-to-person canvass. 
once a year. to sign up participants. 
These first four steps should win 
you 40-60% participation. Normal 
employee turnover necessitates one 
more step: 
5. Urge each new employee, at the 
time he is hired, to sign up. 
Nation-wide experience indicates 
that 50° of your employees can be 
persuaded to join— without high-pres- 
sure selling. All the help you need is 
available from your State Director. 
U. S. Treasury Department. Savings 
Bond Division. He is listed in your 


phone book. 


The Treasury Department acknowledges with appreciation the publication of this message by 


U.S. TREASURY 





This is an official U. S. Treasury advertisement prepared under the auspices of the Treasury Department and the Advertising Council. 
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* There has rarely been a time when reappraisal of your securities was 
more necessary than today. 
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* For some time ahead the market will be highly selective. Whether it 
is a bull market or a bear market for you will depend not so much upon 
the general trend as upon what individual stocks you hold. 


* In the first seven months of 1949 you have seen scores of dividend casual- 
ties while other companies have increased dividends. Second quarter 
reports reveal widely divergent earnings trends among corporations. 


* Your investment progress demands that you avoid the shares of com- 
panies in a vulnerable position. Your funds must be in corporations 
which have adjusted themselves to 1949-1950 prospects . . . which are 
fortified by sound management—a strong financial and competitive posi- 
tion — and with earning power ahead to maintain liberal dividend 
disbursements. 


In this setting, we invite you to submit a list of your holdings to us for 
our confidential preliminary analysis. We will offer valuable comments 
on your diversification, income... and specify which of your investments 
are least attractive and why to sell them. 


Merely send us a table of your issues, the size of each commitment, your 
buying prices, cash on hand and objectives. You will be told how our 
counsel could help you and an exact annual fee will be quoted. 


Investment Management Service 


Backed by 41 Years of Successful Service to Investors 


NINETY BroaD STREET New York 4, New York 








